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Business Prospects 


By ROY L. REIERSON* 
Assistant Vice-President, Bankers 
Trust Company, New York City 
Bank economist, after reviewing 
recent developments, lays ground 
for belief in further and more 
substantial downward turn in 
business activity on: (1) disturb- 
ing effects of additional price 
adjustments on production and 
employment; (2) lag in consum- 
er spending; (3) reduced level 
of capital expenditure; and (4) 
ineffective government spending. 
The downturn of business has 
gained some momentum in recent 
weeks. It is apparent by now 
that the postwar boom came to 


an end in the 
latter part of 


1948, and that | 
the rate of in- | 
pro- | 


dustrial 
’ duction has 
declined 


rather steadily | 
past | 


for the 
six months. I 
believe this 
trend will 
continue. 

The state of 
business today 
reflects a fun- 
damental 
change in the 
demand and 
supply situation. Until recently, 
the multitude of pent-up demands 
in this country and the rest of the 
world has boosted income and em- 
ployment to new high levels. In 


(Continued on page 41) 


Roy L. Reierson 


*An address by Dr. Reierson at 
the Federal Reserve Bank of Min- 
neapolis, Minneapolis, Minn., May 
7, 1949. 
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Severe Slump or a Depression? No Cause for Gl 
By MURRAY SHIELDS* The Outlook 


Vice-President, Bank of the Manhattan Company 


Asserting present readjustment, unless the cold war gets better, 
may be very serious, prominent New York banker, nevertheless, 
holds nation is in pilot-plant stage of revolution in industrial and 
agricultural technology which can lower costs and improve quality 
of products. Warns depression can be severe and prolonged if 
government resorts solely to its spending power to turn tide and 
neglects factors which make for private economy expansion. Fore- 
sees period of prosperity after readjustments, if task of restoring 
vigor to private enterprise is approached realistically. 


President, National Cit 


The Present Situation 


History warns that booms of the length and intensity of that fol- 

lowing World War II have to be “unwound” and that the process of 

‘correction always has involved a sharp and substantial downswing 

in business—although frequently the slumps have been brief. The the effects in a shift from selle 
postwar infla-©———————- pee - a 

tion in com- 

modity prices, 

despite all the | 

well adver- 

tised efforts to | 

control it, has| 

been about as) 

rapid and has} 

reached! 

roughly the) 


Whether the change be called 


r 


e 


EDITORIAL 


As We See It 


Prosperity as a Farm Crop 


So far as one may judge from Washington reports, it is 
stow nae tah AP gd] not likely that the new farm program sponsored by Secre- 
those which tary of Agriculture Brannan will reach the statute books 
marked earli-| this year. The rank and file may therefore be excused for 
er wars; and|a certain lack of interest in the details of this strange pro- 


oom Regarding 
for Business 


By HOWARD C. SHEPERD* 


y Bank of New York 


Leading New York banker holds general welfare will not be hurt, 

but helped by return of competition which will make people work 

harder. He sees little reason for complaint regarding current down- 

ward trend in business. Says stabilization is likely to be achieved 

at a fairly high level of production and employment, and there is 
little ground for fear of a serious depression. 


“disinflation” or something else, 


the inflationary influences in business plainly lost their force some 
months ago, and the pressure in the boiler has gone down. We see 


s’ to buyers’ markets, in falling 
‘demand and 
declining 
prices, in a 
widespread 
policy of 
shortening 
cio mmitments 
and reducing 
inventories. 
Asbankers 
we see it ina 
lessened de- 
mand for 
business loans 
from good 





see. curtent posal. The line of reasoning with which it is defended is, 
td the re.| however, in a somewhat different category, since it is the 
sult of essen-| theme of the agrarians (or should we call them the Physio- 
tially the same contributory fac-|crats) of the country for a long time past, and is certain to 
anne ati’ Eoadmentine desaiteneaet | be employed for all it is worth in preparation for another 
and temporarily acute shortages. effort next year to pass some such measure. At bottom, too, 
'The pronounced decline in the| this is the philosophy employed by labor leaders and polit- 
prices of basic raw materials ex-| jcal friends of labor leaders to defend the demands of the 
topsite Oy ae unions—and is, for that matter, in increasing degree the 
sy P argument used by any and all elements who wish to get 


longed downward movement in ‘ . ; 
commodity prices. In the past such | their snouts into the public trough. 


(Continued on page 34) | The elaborate defense of his plan presented by the 
| ee ae ee ‘Secretary of Agriculture to a Congressional Committee early 
|, An address by Mr. Shields be-|).;¢ month is, therefore, perhaps worth more attention than 


| fore the 37th Annual Meeting of the | - ; r ; 
Chamber of Commerce of the| it has received. “I want to list several ways in which we 
| United States, Washington, D. C.,| (Continued on page 34) 
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Murray Shields 
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borrowers. 
|'Production 
nas caught up, 
pipelines are 
filled, and plant and equipment 
expenditures are turning down- 
ward. There has been an increase 
in unemployment, in some places 
(Continued on page 43) 


Howard C,. Sheperd 


*Abstract of address by Mr. 
Sheperd before the Indiana 
Bankers Association, Indianapolis, 
Ind., May 11, 1949. 
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utilities, merchandising, food, tobacco and 


<@ — -——— --- — = 
{$179 million. ' Largest increment 
| was among the ‘open-end stock 
| funds, their liquid balances ex- 
ceeding the previous quarter's 


make pur- 
chases inequi- 
| ties - of the 
more. stable 
industries, 





| while at the | total by 30%. Particular attention 





Amer. Tel. & Tel. 


34% % due 1959 
RIGHTS 
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Members 
New York Stock Exchange 
New York Curb Exchange 
120 BROADWAY, NEW YORK 5 
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should be directed to the two 


| same time in- 
Loomis-Sayles funds whose re- 


| creasing their 


| cash reserves. serves of cash and governments 
| Three closed- jhave now been _ inereased to 
end companies ® |3612%. During 1948, the Loomis 
—Adams Ex- § | balances had been steadily ex- 
press, Amer- panded to 2712%, a fact which we 
ican Interna- emphasized in the December sur- 


vey because of the protection 
| these trusts had given their share- 
holders both in 1929 and 1937. 
—also bought Wall Street Investing Corp., an- 
stocks on bal- _ |other common stock open-end 
ance, the first two trusts making ‘fund, sponsored’ by investment 


tional and 
National 
Shares. Corp. 





Henry A. Long 


which were in utility issues. The} quring the quarter from 21.3% to 
common stocks of the public util- | 39 9%. 
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New York Exchanges 
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ity companies were the outstand- | In spite of the fact that 80% of 
| ing favorites during the period in | the open-end balanced funds 
view of their comparative stabil-| pougnt equities on balance, half 
ity and good yields. Other groups | o¢ those covered by this survey 
which were well liked were the | were enabled by distribution af 
merchandising, food and tobacco | their own shares to the public to 
stocks. Included in this prefer- increase totals of cach and eevern- 
ence for the more stable industries ments. Onlv four out of 20 of this 
Were Fay scattered individual type of investment fund held more 
purchases of insurance shares. The than 70% of net assets in common 
Investment companies reversed stocks and more volatile pre- 
“? & "| ferreds and bonds. Five held 60% 
what had been a popula STOUP | or smaller percentages of net re- 
in the final quarter of 1948 now) <ources in the less stable secur- 
became the industry in which sell- ities 
ing was concentrated. Recognition a 
was apparently being given to the 
easing of prices in markets for | 
nonferrous metals as purchases of 
these companies were only half of 
amounts bought in the previous 


Censervatism Emphasized 


Many fund managers profess an 
inability to gauge either the ex- 
tent or duration of the present 
recession and it is therefore read- 
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| 


| quarter. The wisdom of such com- 
mitments had been questioned in 
our December survey. 

Oils Heavily Held 
Purchases of oil stocks again 
slightly topped sales. As produc- 
tion is rapidly being adjusted to 


ily explicable why a _ generally 
conservative policy is being fol- 
lowed both in the size of cash 
reserves and type of investment 
;upon which buying is being con- 
| centrated. Exemplifying this 
viewpoint are statements of sev- 
eral investment company execu- 


al gpl steer agpsonctng | tives accompanying their quar- 
he till fit d aan ipa f terly reports. William H. Schu- 
Pp 1d Current prices Ol! bart, President of the Bowl- 


many oil equities attractive for 
the long pull, although at the same 
time there has been some notice- 


ing Green Fund, comes right to 
the point: “The outlook for busi- 


, eae pe ok “ ness in 1949 is clouded by the 
a agp age se RE pater Fhe sharp readjustment that is taking 
anit . by We are now in 


place in business. 
a period of business recession and 
it is difficult to judge how far it! 
will go. For the present, we pro- 
pose to maintain a_ substantial 
portion of your Fund in cash, gov- 
ernment bonds and securities of 

less vulnerable type.” 
Douglas T. Johnston, chief 
State Street Investment Corp. had | executive of the Fund bearing his 
name, seconds Mr. Schubart: “... 


3U to 35° of their assets invested | ; : 
in this type of security. American| We are now in a period of read- 


and Phillips. 30% of the 63 com- 
panies included in this survey 
held 15% or more of their net as- 
sets in the equities of oil and nat- 
ural gas companies. United States 
& For. ign Securities, United States 
& International Securities, Gen- 
eral Public Service, Massachu- 
setts Investors Second Fund and 





International, General * American |justment. In such a period no one 
Investors, Lehman, National Shares|can be sure that the decline in 


activity will not feed upon itself 
Wall Street Investing Corp. were|@"d thus produce a downward 
20 to 25% committed in oil and! spiral. Adequate reserves are the 
gas. | best insurance against this possi- 
bility.” Such conservative atti- 
Overall Cash Reserves Increase | tude is also expressed by Carl 

t | 
Cash reserves increased by 14% |A. R. Berg of the Russell Berg 
over the 1948 year-end figure tol Fund: More than at any| 


Corp., New England Fund and 


rather extensive new commit-') counsel (and having no - sales’ 
ments in preferreds, over half Of |joqd), increased cash reserves 


Trusts Show Caution in First Quarter 


By HENRY ANSBACHER LONG 


Open-end funds increase reserves from cash proce2ds of sales of own participations to public. Never- 
theless overall portfolio purchases exceed liquidation, with concentration in “defensive” industries as 


insurance. 


Aided by the steadily increasing interest displayed by prominent stock brokerage 
houses in the distribution of investment company shares, open-end funds increased their 
resources to such an extent during the first quarter of the year that they were able to 


time since the end of the war the 

national economy seems to be 

walking a tight-rope between «a 
moderate adjustment followed by 
stability on the one hand and a 
substantial recession on the 
other a continued policy of 
moderation and selectivity in the 
purchase of equities seems de- 
sirable. The present holdings otf 
common stocks in the fund remain 
at about one-half of net assets 
but during the last six months 
investments have been increased 
to an unusual extent in the more 
stable industries, such as _ public 
utility and insurance, where earn- 
ings appear to be in a strong up- 
ward trend.” 

Executives of the Axe-Hough- 
ton Funds very frequently in- 
clude significant comments in 
their quarterly reports. Emerson 
Axe, President of the funds, 
states: “‘A contraction in general 
business activity, once set in mo- 
tion, develops cumulative force. 
For example, a lower volume of 
business makes it possible for 
business enterprises to carry 
smaller inventories and this in 
turn brings about a further con- 
traction in production. Declining 
prices in themselves lead buyers 
to hold off, waiting for still lower 
levels, Decreased employment 
reduces retail demand and this af- 
fects manufacturing activity 
a short, perhaps sharp, business 
contraction in 1949 is a real pos- 
sibility.” 

An Optimistic Note 

A more optimistic note is 

struck by D. Moreau Barringer in 
the April 8 “Directors’ Letter” of 
the Delaware Fund analyzing the 
concept of a “revolving” reces- 
sion: 
“By that phrase is meant a busi- 
ness decline which starts at widely 
separated times in different in- 
dustries and therefore avoids such 
a coincidence of declines in many 
industries as might make for criti- 
cal unemployment or a= serious 
general depression. ... This un- 
usual dispersion in time of peaks 
in various industries gives sub- 
stance to the hope that a large 
part of the industries that have 
been in recession for one, two or 
even three years may have com- 
pleted the adjustment of supply 
and inventories to demand and 
may now be launched in a phase 
of production recovery. There 
are indications that this is occur- 
ring in cotton textiles and certain 
building materials, in rubber and 
possibly in glass.” 

With overall purchasing trans- 
actions increasing 5% over those 
of the previous quarter while 
sales registered a 14% decline, is- 
sues bought during the quarter 
under review exceeded those sold 
by 35%. Excluding increases 
from stock dividends and liqui- 
dating distributions, purchases of 
utility issues accounted for 20% of 

(Continued on page 28) 
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Severe Indictment of NASD — 


Views expressed by majority of dealers belie contention in some 

quarters that organization has aided securities industry and is a 

voluntary association. Additional comments by dealers pertaining 

to 5% mark-up philosophy vs. market for securities of smaller 
business corporations. 


'May 11 of the poll conducted by the “Chronicle” for the 
purpose of obtaining factual evidence as to the attitude of 
the securities industry towards the National Association of 
Securities Dealers, also its policies and methods of operation. 
As suggested in this space last week, the indications are 


that. the bulk of the replies that could be expected are ACTIVE MARKETS 


Lithium Corp. 
Petroleum Ht. & Pr. 
Puget Sound Pr. & Lt. 
Southern Production 


_already in hand, although a few have been received since 
‘that time. It was further noted that the outcome of the 
balloting constituted a severe indictment by the industry 
of the NASD. per se, also its regulations, practices and over- 
_all policy. All this, of course, is readily apparent from a 
'casual inspection of the standings of the poll as set forth 
in the accompanying tabulations. 

In connection with the survey, it is of interest to note | 
that the Board of Governors of the NASD will hold its Spring | 
Meeting at Hot Springs, Va., on May 16-17. Like those in 
the securities industry, this publication awaits with much 
interest an official account of the subjects discussed and 
conclusions reached at this important conclave. 

Meanwhile we are obliged to forego detailed editorial 
analysis of the results of our independent and impartial poll. 
The controlling factor here, of caurse, is our desire to 
accommodate the views expressed by participants in the) 
poll with respect to various aspects of NASD policy. Ac-| 
cordingly, provision is made in this issue, starting on page 8, | 
for the remaining unpublished comments made by dealers 
| with reference to the effect, if any, of the NASD 5‘. mark-| 
-up philosophy on the market for securities of the ‘smaller | 
/corporations of the country. This marks the fourth con- 
secutive week that such expressions have been given, the 


| Starting with next week’s issue we will reproduce the re- 
marks submitted to us on other aspects of NASD policy. 


| CURRENT RESULTS OF NASD POLL 
| (RETURNS FROM NASD MEMBERS) 


| Total ballots returned 99% 
| (I) 3% “Yardstick” 

Favoring. ---.--- 216 or 21.6‘: 
Opposed . ‘ 754 or 75.4% 
| No opinion -_- 29 or 3.0% 
\(2) Questionnaire for Reports on Spreads: 

Favoring : 231 or 23.1‘; 

Opposed -_ _..74k er 74.2% 

No opinion __. 27 or = 2.7' 


| (3) Examination of Books and Records Where 
Neither Complaints nor Charges Are Pending: 


Favoring. “e 206 or 20.6'. 
| Opposed _- 764 or 76.5% 
No ovinion 29 or 2.9% 
|(4) NASD Trial System: 
Favoring_-_ 116 or 11.6‘; 
Opposed 853 or 85.4% 
| No opinion __- 30 or 3.0‘. 
(5) Rule Forbidding Discount to Non-Members: 
Favoring 274 or 27.4‘, 
Opposed 690 or 69.1% 
No opinion _ 33 or 3.5% 
(6) Should Maloney Act Be Repealed? 
Favoring 641 or 64.2% 
Opposed eee __.274 or 27.4'% 
No opinion _. 84 or 8.4". 


(Continued on page 8) 
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Stock Market Stalemate 
Likely to Be Extended 


By ROBERT S. BYFIELD 
Member New York Stock Exchange 


Pointing to the Administration’s lighthearted piling-on of subsidies, 
stock market economist asserts onrushing Federal deficit cannot 
be ignored by prudent investors. Although expeciing continuance 
of diversity of individual companies’ results, he believes profits in 
aggregate will decline during balance of year. Despite anticipation 
of adverse events as dividend cuts, Mr. Byfield predicts stock prices 
will remain in narrow range holding above 1946-1948 lows. 
|found the market had fallen out| them when I built my gine: week ae = Sato tae ae re cacaeaea Wats aa og 


= ee PP dag market has been a| when I came to Boston and had| thereby adding future difficulty to present difficulty and embarrass- 
aismal affair ever since. no contacts or clients of any kind. | ment to embarrassment. Likewise, one of the more frightening aspects 


| Wall Street is supposed to be Buy a Stockholders List that car-| of the Wash- © 
foretell ries a “Buy” or “Hold” rating on | ington sceneis - eee | 
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Building-Up Investment Clientele and | 
Meeting Special Selling Situations 


By HAROLD W. DANSER* 
of Moors & Cabot, Members of New York & Boston Stock Exchanges 


Mr. Danser, urging securities salesmen not to be discouraged because of the “dull, dismal stock 

market,” and contending “this is just the time to go ahead to build clientele,’ counsels as to details 

in accomplishing this purpose. Covers methods of obtaining prospects, of making contacts and of 
dealing with customers. Outlines treatment by salesmen of special situations. 


This course is worth-while, 100%. You men have over the past several weeks heard 
some excellent lectures by topnotch men from various parts of the country. You know now) 
a great deal about the theory and the basic factors on salesmanship. I tonight will talk 











especially to 
the younger 
men, 30 years 
and younger. 
I am sure, 








except the sheriff and the under- 


however, that lable to forecast and 

the older and |events, not more than six months | the Standard & Poor's stock card. | the lightheart- taker to carry those who provide 

more  expe- |in advance, but in September of |The reason for that is, men, 1) ed fashion in the tools of industry—the men 

rienced men 1946 they forecast a major de-|40n’t want you to go out on your | which those in with venture capital. Moreover 

will get some pression would be coming along. | C0ld-turkey work with a dismal control of the and at the risk of being classed 

inspiration And Wall Street, as it has at other; Message. Where a man already| government by the liberais as a black reac- 
tionary. we hazard the opinion 


times, guessed wrong. No de-|is down, go out with a cheerful| are seemingly 
pression came in six months, one| Message, Take a stock that car-| 


year or two years, and 1948 was a| Ties a “Buy” rating at this time. 


ihat only through exercise of the 
coercive power of the State can 


and help from 


my talk. I willing to pile 


subsidy upon 





hope person- 
ally I never tremendous year on a national in- | Have your firm order several}s ubsid y, the able be forced to carry the 
get too old to come basis of the country, which | hundred additiona] Standard & scheme upo. witless, the energetic carry the 
listen to and |was approximately $250 billion, | Poor’s stock cards for the Stock-|scheme and lazy and the thrifty carry the 
a ed O new Harold W. Danser | with large earnings and dividends. | — List you are going to project upon shiftless. 
ideas, Our in- : r -e | WOr : a ie, 
te Ag Pa - id And now in April, 1949, there are | Work on project re- Nor are the prospects for a 
vesunment business has new 1d€aS, | some signs, years late, for this de-| I always select a stock to work | gardless of sound budgetary situation bright 
new issues and new thoughts. pressj ar ‘ It | ; ‘ their effec ay ee oe 
pression predicted in 1946. on that is doing well because, as I elir ettect ned by ; ‘ ‘ 
every weekday of the year } , 4 Pt Poem : , Pip Robert S. Byfield ene y an examination of the 
y y ° appears now as if even 1949 will|say it brings a cheerful message, pe ne t oe ae near term income possibilities of 
ition oO » ihe Federal Government. It is 







Building Your Clientele 


I want to give you men tonight 
some down-to-earth, 
practical facts on how to build 
your clientele and make a satis- 


clear-cut, | 


be a_ satisfactiory one—as meas-| it puts your prospect into a much 


ured against prewar years. 

But the investors were hurt 
back in the years of 1946 and 
1947, and in some cases were 
In many cases, 


| 


more cheerful and more fertile 
atmosphere for sowing your 
seeds, to win that man over into 
your camp, to become one of your 
clients. 


| seared to death. 


factory living for yourself and 


your family, 

I came to Boston from Wall 
Street, New York, about 15 years 
ago to build at that time anew, 
another retail clientele for my- 
self, as I had no contacts nor 
clients at that time in the retail 
field in Boston and Massachu- 
setts. 
planted my grass roots in New 
England some years previous, as I 


at Exeter Academy, a wonderful 
school, and my engineering train- 
ing across the river at the Massa- 
chusetts Institute of Technology. 

A lot of you men tonight are 
worried and somewhat discour- 
aged. And if you are sincere in 
your work, married perhaps, with 
children to support, you are here 
tonight hoping to get some down- 
to-earth usable advice on how to 
build your clientele. I am 
shocked by some of the talk of 
our members. I have talked to 


ithe time to go ahead to build your 


| “My 
'guy, he knows all the right an- 


| 
| 


I, however, had already) are in a big upswing, with every- 


Now, to lay out and prepare to 
start your campaign. Take off 


Do You Want Articles 
Under One Cover? 


On this page we give an 


body buying stocks today and_| as Pr 
finding them higher next month, | additional lecture in the se- 


they sold out their stocks at a big 
loss, and ethe public have never 
come back into this market on a 
broad scale. 

So, men, cheer up. This is just 








clientele, for it is an ideal time to 
get new customers. In good times, 
when things are booming, stocks 





had received my early education jt js no time then to get new/ries on Investment Salesman- 


‘clients. The stockholder then is | ship, sponsored by the Boston 


happy, all smiles; he then says:|tnyestment Club and Boston 
stock salesman is a grea’ | ‘ ‘ ; 
|University, transcripts of 
swers and is making real money | Which are being published in 
for me.” - a type a a ae CHRONICLE. (Previous 
tion, you will have a whale of © | Je¢etyr A 
hard time to get that satisfied |,C°Ures orgie See — 
client away from another invest- jim our issues or arc ’ , 
(24 and 31; April 7 to 28, and 


ment salesman. | 
I want to help you men tonight |May 5.) The Boston Invest- 


‘to learn how to build your clien-|ment Club is anxious to learn 


some of the boys over the last | 


two or three months, and in some) 


cases these men are planning on} 
leaving this type of business to| 
enter other sales fields of en-| 


deavor. Don’t give up until you 


‘tele this year, when the other fel-| the maximum potential inter- 


eae Gan. can be so easily ‘est for copies of a brochure to 
. ‘contain all of the respective 

Keep in om With lectures. Inquiries in that re- 
oy gaye ‘gard should be addressed to 


The big mistake which any 
stock salesman can make is to | Dr. Douglas H. Bellemore, 


have honestly tried to make a| quck away, forsake and neglect|Chairman, Economics and Fi- 


living in this field. I will show 
you tonight, and tell you, how you 
can build a clientele. 
lowing is no theory; I have used 


it myself and thereby built My | now, talk with them, give them) = 
| continual business news and earn- | 
'ings of the corporation they now | 


business in Massachusetts. And 
our President, Clare Pontius, 
who knows me well, can vouc 
for it and tell you it has worked 
and paid big returns to me. And 
men, if I should move tomorrow 
to another city, like Albany, Buf- 


falo, Chicago, I can by the same | 
definite, direct methods which you | clients tell me, after they have| segre! 


| unloaded their woes to me for a 


will hear tonight, build another 
profitable clientele in one to two 
years. This procedure, I am in- 
formed, does not conflict with any 
of the present rules of the SEC or 
the N. Y. Stock Exchange. 

You now are in a dull, dismal 


stock market, and have been ever} ¢, jn an active. rising market pe- 
I re-| riod. 
member so well after Labor Day) jow more closely in your work 
on my return to the office, and| my Rotarv Club motto. “Service 


since Labor Day of 1946. 


*A lecture by Mr. Danser, one 
of two, the twelfth of a series in a 
course On Investment Salesman- 
ship. sponsoved by Boston Uni- 


versity 7nd the Roston Investment | a > mM 
Mass., April 20,|need. Buy a Stockholders List.|from your firm, if it has one, 


Clr4 Boston 


1949. 


The fol- 


| 


|/can talk to them about some new 


| 


(You have all seen them, 


to follow, weekly or monthly, his|nance Department, Boston 
regular clients in this type of dis-| University, Boston, Massachu- 


mal stock market. Give your ‘ 
present clients even more service | setts.—Editor. 








the names from the Stockholders 
hold stocks in, and let them cry | List. I use shareholders who hold 
on vour shoulder. Give a sympa-| from 30 shares and upward. Check 
thetic ear to their tales of woe.| their present address in the tele- 
about Truman, Congress, war with | phone book or the city directory 
Russia, and so forth. A the section of Massachusetts 
sey | Where you are going to work, 
I have had some of my target | segregate them into cities and 
I advise you younger men 
and newer men in the business to 
skip downtown Boston, where | 
they are too hard-boiled and | 
tough. Get out into Natick, Welles- 
ley, Framingham, Marlboro, or 
a group of towns and cities like 
Lynn on the North Shore, or'| 
Quincy on the South Shore, and | 
jon down. And you will 


half hour, that their heart and 
mind have been relieved. Then I 

| 
investment situations which they 
should buy into. Give more 
service now, men, than you need 





I wish you men would fol- a 

find | 
these men and women you will | 
Above Self—He Profits Most Who | be calling on cold turkey are | 
Serves Best.” That pays off. /much more sociable and easy to) 


| meet. 
Details of Clientele Building After you have taken off sev- | 
Now, details about how to build | eral hundred names from the list, | 
clientele, and the tools 


you| then mail out some market letter | 


I used (Continued on page 32) 


| evitably 
‘there is, in the long run, no one! 


Federal budget. Long-term spend- 
ing commitments are being en- 
tered into from which withdrawal 
will not in good faith be a future 
possibility. Accordingly as is now 
gradually becoming clear to even 
the more casual group of observ- 
ers, we are once more rushing 
toward a sizable deficit with cos- 
mic speed. Despite growing evi- 
dence of an earlier European re- 
covery than had been expected. 
our ECA expenses will continue 
for some years at approximately 
the current rate and there must 
now be concomitant outlays for | 
the implementation of the Atlan- 
tic Pact with military assistance. 
There are the expenses of the new 
housing program, the growing ap- 
propriation for innumerable pub- 
lic power and reclamation projects 
and the prospect of larger spend- 
ing for the veterans and for edu- 
cation. There is furious lobbying 
for socialized medicine. 

It is now practically certain that 
the 1949 domestic harvests are 
likely to be so bountiful that the 
price parity schemes already on 
the legislative books will be un- 
der severe and costly strain to 
cushion the forthcoming decline in 
quotations. Some of the results, 
merely a foretaste of what may 
happen when and if a real defla- 
tion takes place, are high-lighted 
by the Great Potato Scandal, 
whereby the Federal Government | 
has in recent years spent almost | 
a third of a billion dollars in price 
support operations and _ still is) 
handing out $1,000,000 a day. Most 


|/ambitious and perhaps the cost- 


liest of all is the Brannan Plan) 
for the guaranty of farm income 
which does not even have a price 
tag attached but which we are) 
asked, nevertheless, to accept. 
Cloaked superficially in the vest-_ 
ments of plausibility, it is from 
the standpoint of national account- | 
ing, merely another collectivist | 
gold brick. The hue and cry for | 
the Welfare State is being stepped | 
up week by week to a crescendo. 
[Its prospectus states in bold face) 
type that, under its banner, the 
rich shall carry the poor, the well | 
carry the sick, the young carry | 
the old, the landlords carry the’! 
tenants and the employed carry | 
the jobless. Only if we read the! 
fine print at the bottom of the last | 
page do we suspect that someone | 
is going to have to pay the bill. | 
As the British experience is defi- 
nitely proving, the high bracket | 
taxpayer simply cannot carry the | 
load since social welfare costs in- | 
exceed estimates and. 


| 


perhaps not widely realized that 
approximately 60% of the receipts 
of our Federal, state and local gov- 
ernments are derived from taxing 
corporate and individual incomes 
as against only 41% for the Brit- 
ish and 42% for the Canadians. 
This fact contributes to a height- 
ened instability of budgetary in- 
take. There is no question but 
that corporate and personal] in- 
comes saw their peaks in 1948 and 
the following table will indicate 
the enormous gains since 1939: 


Total 

in Billions 

1939 1948 

Private wages and salarie 37.5 115.6 
Business and professional in- 

comes 6.8 25.2 

Corporate profits before tax 6.5 32.2 

Corporate profits tax liability 1.5 12.5 

No one expects the national 

economy to shrink to anything 


like its 1939 size, but it takes no 
tax expert to recognize that a gov- 
ernment which depends so largely 
upon incomes as ours should pre- 
pare itself to shorten sail in the 
event of deflation and not stub- 
bornly attempt to freeze its ex- 
penditures to a rate which can 
be supported only by a record na- 
tional income and an _ unprece- 
dented prosperity. High [fiscal au- 
thorities must surely realize that, 
more than ever before, the Fed- 
eral Government is “in business’’ 
and is subject to its changes, its 
volatilities and its vicissitudes. 


Current Earnings Diverse 


First quarter corporate earnings 
though, in the aggregate, slightly 
higher than the corresponding pe- 
riod of the preceding year, were 
so diverse that they provided few 
clues as to what might be in store 
for the various industry groups 
during the balance of the year. 
Lower earnings than in 1948 were 


shown by the cotton and wool tex- 


tile companies, the oils paper and 
pulp, railroads, electrical ap- 
pliances, mining, building supplies 
and retail trade groups. The au- 
tomobiles and accessories, iron 
and steel, machinery and allied 
groups showed gains, but these are 
likely to be deceptive at the rate 
backlogs are being used up. Judg- 
ing from the rate at which book- 
ings are falling behind billings in 
most capital goods lines the first 
quarter results will undoubtedly 
be the best of the year and corpo- 
rate profits in the aggregate should 


decline from here on in. 


Basic Market Observations 


In a discussion of the effects of 
the election which appeared in 


(Continued on page 16) 
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As was true in past weeks, increases in the production of some 
goods counterbalanced declines in the output of others last week, 
thus making for a sustained high level of total industrial production 
for the country as a whole. Aggregate output in the latest week 
was also close to the high point prevailing ai this period one year.ago. 


Total claims for unemployment insurance for the week ended 
April 30 showed an increase for the third suecessive week, the Federal 
Security Agency reports. 

However, the total of initial claims resulting from new unem- 
ployment declined, according to the Agency. The total of such claims 
by “newly unemployed” dropped from 341,500 to 321,900 during the 
week. On the other hand, total initial claims rose from 347,500 to 
573,500, mostly because of the new benefit year in New York State. 
Total initial claims for week ended May 1, 1948 was 222,812, tne 
Agency pointed out. 

Continued claims, which are filed by workers each week of 
unemployment after filing the initial claims, totaled 2,051,063 for 
the week ended April 30, up 65,700 over the previous week when 
the total was 1,985,321. For the week ended May 1, 1948, the total 
was 1,088 976. 

With respect to a report on labor turnover in March, released 
by the Labor Department, this bureau revealed that 4.6 workers out 


of every 100 left their jobs in March, compared with 4.1 in February | 


and 4.5 in March, 1948. High since the end of the war was the 6.9 
for September, 1946. The average in 1939 was about 4.7. 


The report said 1.5 per hundred in March quit compared with 


1.4 in February and 2.8 in March, 1948. The high point established | 
for quitting was in 1946, when 5.3 workers per hundred quit in both | 


August and September of that year. The 1939 average was about 0.8. 


Layoffs accounted for most of the job-leaving, the report adds. 
In March 2.8 per 100 workers were laid off. compared with 2.3 in 


February and 1.2.in March of last year. Layoffs in 1946 averaged | 


99 
Carr 


about 1.1 per 100, and in 1939 abou 


‘Chain store and mail order sales in March held close to the 
level of February, but were slightly under that of March. 1948. 

The Commerce Department’s seasonally adjusted index for these 
sales stood at 300.6 in March, compared with 301.1 in February and 
303 in March, 1948, with 1935-39 average as 100. 


In actual dollar terms without allowing for seasonal influences 
—the shortness of February and the later Easter this vear—March 
sales totaled $2,190,000,900, up 15% 
The March total was about 5% under the $2,315,000,000, reported 
for the like month last year. 

Favorable weather and promotional sales in the week helped to 
raise total retail dollar volume very moderately about that of the 
previous week. It was slightly below the level of the similar week 
last year. Seasonal merchandise, it was noted, increased in popularity 
in many areas, 
Wholesale buyers placed a slightly larger volume of orders than 
in the previous week. Total dollar volume was reported moderately 
below that of the corresponding week a year ago with many buyers 
continuing to seek seasonal goods for special promotions. Collections 
were generally less prompt than at this time last year. 


STEEL OUTPUT SET AT 96.2% OF CAPACITY IN CURRENT 
WEEK AS AGAINST RECORD HIGH OF 102% 1 
ENDED MARCH 19 a ae 


The steel] industry this week is settling down to a normal pat- 
tern with the consumer in the driver’s seat and most mills comfort- 
ably fixed for business through July at least. according to “The Iron 
Age,” national metalworking weekly, in its current review of the 
steel trade. 

It is clear to most people in steel, the magazine states, that a 
lower ingot rate is a certainty for the last quarter of this year or 
sooner, with speculation as to just how low it will or will not go. 

The new element in the picture this week is the dark labor 
outlock. It will affect steel because auto strikes mean cutbacks in 
steel orders. Auto people will, if they can, stock some steel but 
there is a limit to what they can stere until strikes are at an end. 

If the cancellations from Ford and any other auto firm that may 
be hit by strikes are too heavy it means that other steel users will 
get their steel earlier than they thought. They may not want it that 
fast. But that decision may not have to be faced if steel runs into a 
Jong coal! strike or a steelworkers’ stoppage, this trade authority notes. 

If there is a coal strike lasting for several weeks steel ingot 
output mav not be affected to the same extent as in other years. 
states this trade paper, sivee stocks of coal and coke are heavy and 
are still being built up. That suggests that a strong front is ‘being 
set up against any United Mineworker demand which steel company 
coal mine officials consider unreasonable. 

When the steel ingot rate really begins to slip later this year it 
may establish a new pattern. Whether it falls precipitately or 
whether the decline is gradual there will be a great difference dis- 
trictwise. This will be due to the f.o.b. method of selling steel, “The 
“Tron Age” points out. 


Unless there is some legal clarification on freight absorption soon, 


which steel firms can confidently hold on to, Pittsburgh and Ohio 
Valley areas may be hard hit when orders fall off. Chicago furnaces 
may be running at a higher rate than Pittsburgh or Ohio Valley 
plants. As long as the customer has to pay the freight he will try 
- to fill all of his needs close to home. 
‘ Mills which depend on remote consuming areas to keep their 
rates high will be tue first to be affected if the decline in overall 
steel business is serious. It is significant that the Pittsburgh, Youngs- 
town, Wheeling and Cleveland areas account for 43.4% of the total 


(Continued on page 27) 


| By A. WILFRED MAY* 


\) The Investor Under Socialization 


Former Special Economic Expert, Securities & Exchange Commission 
Associate Administrator, War Finance Division, U. S. Treasury 


: ( | Mr. May cites advanced degree and worldwide sco>e of interventionism by the Maternal State. Ad- 
Business Failures J | vises investor, when thinking in terms of his. own preservation, to try learning to live under continuance 


|. of such trend. On basis of European and Scandinavian record, concludes under collectivization all 
capital-owners must suffer progressively, but with such -deterioration partly mitigated by transfer from 


| rentier function to equity-ownership. 


| We shall first outline the scope of today’s socializing process—as to “coverage” and 
|likely duration—and then define the repercussions on the investor’s status. 


| The “possibility” of coming socialization now 
there are two® eee 
elements and the Shinwells, but from 
which are not, capitalist class. 


so generally! 4... walf-Free Philosophy 


appreciated. 
One is the The degree to which we in this 





the 


without re-|travelled down the collectivist 
gard to locale! ;oad, its rationalization and the 
or political) difficulty of combatting it, are 
party, of| illustrated in the following ex- 
yearning fOYr|cerpts from a recent communica- 
the “maternal tion addressed to me on “the dog- 
state’ as a| matic limitations upon the eco- 
lean-to. In the} nomic activity of the liberal state.” 
words of Pro-| Coming from a liberal educator 
fessor John fay enough to the Right to have 
Jewkes, re-| supported Governor Dewey in the 
porting his) last Election, this slick language 
| first-hand observations of the typifies the present very effective 
| process in Great Britain (In the) pressuring of the unwitting public 
“Chronicle” May 5, pb. 1): 'by “middle-of-the-roaders,” pro- 

“Those who believe that the| testing their love for Capitalism. 
state is a more effective, justerand| “Our own liberals —. in which 
more farsighted agent for the pro-| term I include you and me,’ he 
duction and distribution of goods! writes, “weaken our case sadly 
land services are to be found in by our persistent failure to face 
all parties. The contemporary en-| the facts and to assign to the state 
gulfment of the human mind in| things the state can do and pri- 
mass irrationality—the belief that | vate initiative can't. Our crowd is 
in some way the state should and| disgustingly infected with dog- 
could order all the economic af-|matists who yelled against the 
fairs of its citizens as a good|T, V. A., which has produced an 
housewife orders the affairs of a|enormous number of private open- 
happy household—has been no re-| ings for private initiative where 
specter of persons or parties. It|none existed before. A Missourt 
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universality, country have already unwittingly | 





seems to be fairly well realized. But 


a state can indeed exist half-slave 
and half-free, combined with the 
increasingly ponular theme under 
which the Socialisers are selling 
their wares, namely, that the state 
must step in to fill the breach left 
by the stubbornly unwilling or 
impotent free market-ers, 


The “Distasteful Necessity” 
Criterion 

This criterion of “necessity-for- 
unwanied-intervention” as the test 
for the state’s intervention is falla- 
cious on two main grounds. There 
is the utter impossibility of ap- 
plying objectivity in determining 
the point at which such free mar- 
ket impotency takes place. Whether 


| by the free-enterprising N. A. M. 


members or the Keyserling plan- 
ners or those holding political- 
economic convictions between the 
two, who, pray, in the absence of 
quantitatively-defined standards, 
is going to make the decisions 
prescribing when it is “necessary” 
for the state to step in (a doubt 
reinforced by the Administration’s 
recent pleas of the need for en- 
larged steel capacity)? 


The Planners’ Destroying-and- 
Rescuing Tactic 


Another obstacle to objective 





judgment as io the nee? tor na- 
























from Feburary’s $1,862,000,000. 


has affected young and old, the 





innocent and the _ sophisticated, 


Valley Authority whether cen-|tionalization ani socialism arises 
tered in Washington or in the) from the socialist tactic of the 





the conservative and the progres-| group of states washed by the! nianners themselves in first under- 


> 


sive. 


Another element in our social-| three 


could contribute 
million irrigated farms; 


river, 


two tO} mining free institutions, and then 


proclaiming that their f ilure to 


izing process not so fully realized |could give security against floods | function effectively “unfortunate- 


is how far this country has al-| 
ready gone down the prim-red| 


path. 

In connection with our unreal- 
ized “gradualism.” I think it is 
extremely worthwhile to realize 
how in other countries the people 
have, through wishful thinking or 
just general complacency, fairly 
“slid” into a different and un-| 
wanted kind of society. | 

England did whistling-in-the- 
dark similar to our own after 
|Election day last November. | 
The precedent for our comforting | 
thoughts, as that Truman i 
at least not a Communist,” that 
“he didn’t mean what he said| 
in the heat of campaigning,” that | 
“Dewey might have been worse,” | 
etc., was the unconcerned reaction | 
in Great Britain over the Labour | 
Party’s victory in July, 1945. | 
want to emphasize that this com- | 
placency did not emanate alone | 
from the expected quarters har-| 
boring the Laskis, the Beveridges, | 








*An address by Mr. May bet 
Annual Banquet of the Economics 
Society of New York University; | 
Hotel Statler, New York City, | 
May 7, 1949. 


to another half million, could sup- 
ply electrical power to innumer- 
able towns and farms now in 
darkness. As we all know, a mil- 
lion farms implies two million 
families supported by transporta- 
tion, manufactures and trade. All 
private initiative. 

“Our system of an economy 
based on private initiative, like 
all good things, has to be fought 
for. Its most dangerous enemies 
are not the doctrinaire socialists 
but the doctrinaire capitalists, who 
try to block the activities like the 
T. V. A. and the dozen other river 
Authorities we ought to have, 
under the delusion that all gov- 
ernmental activity is socialism. 

“There are hundreds of thou- 
sands of people who will say, ‘If 
that is socialism, we are sociul- 


| 1ste.7- 


“John Wesley tock the best bar 
room airs and set hymns to them, 
declaring it monstrous that the 
Devil should have all the good 
tunes. If Socialism is the Devil. 


This is a very expert and sin- 


‘cere refurbishing of the thesis that 
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ly” compels an “unwilling” gov- 
ernment to step in to fill the 
breach. 

| We have see:i this tactic pursued 
in a number of specific instances 
| by our own Fair Deal as well as 
the British Labor Government. 
Here we have seen this instanced 
in steel and in banking. First by 
taxation and overall attacks on 
profits, government undermines 
private industry so that it cannot 
provide the required new plant 
and equipment, and then — per 
“Spence Bill” philosophy—it seeks 
to step in itself, to supply the very 
plant capacity and tools which it 
has been’ preventing industry 
from getting. 

The steel industry is a good in- 
stance of this. During the postwar 
period costs have steadily risen, 
paced by government-encouraged 
| wage rises—in the face of fairly 
effective price controls, or at least 
obstruction to offsetting price 





| rises. Rising long-term breakeven 
| points also have accentuated the 


ore | you'd better get to work to re-| climate of difficulty in attracting 
.| serve some of the good tunes.” 


(Continued on page 47) 
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Pointers on Selling 


For clever, helpful hints 
for selling securities read 
the 
man’s Corner,” a regular 


“Securities Sales- 


feature in every Thurs- 
day’s issue of _ the 


“Chronicle.” 
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ITO Charter Should Be Approved 


By WILLIAM L. BATT* 
President, SKF Industries, Inc. 


Leading protagonist of International Trade Organization defends its charter as drawn up at Havana 
Conference, and, though admitting it is a vulnerable document, urges its ratification on ground it fits 
in with other international economic organizations and offers better protection to participants in foreign 
trade and investment than any other previous arrangement. Says ITO is rot all powerful organiza- 


tion, and failure of U. 


Two years ago. I had the 


S. to ratify it would cause loss of U. S. world leadership. 


pleasure of talking to you I looked over my notes the other 


day to see if I said anything that might contradict the position I am taking now. I want to 
read one quote. I said then: “I hope we shall be abie to make as much progress in the 


interest of 
economic 
peace as we 
have towards 
SHelitiead 
peace. I hope 
we can resolve 
as a nation to 
attack the 
problems of 
world trade 
and employ- 
ment as we 
ire attacking 
the causes of 
war.” 

My support 
for the Inter- 
national Trade 
Organization rests on one deep- 
seated conviction, that the well- 
being of our country will in the 
long run be affected by the vol- 
ume of our export-import trade, 
that our productive processes have 
so developed and are so diversi- 
fied as to require other markets 
than our own, and that a vigorous 
world commerce will serve our 
own best interests. 

What about this charter for an 
{TO”? It is interesting to know 
that 30% of your membership 
said they had read the charter. 
I have it in my hand here. It is 
a very long and detailed document 
end I suspect that even some of 
that reading, Mr. Chairman, was 
likely to be a 
know that is my own experience 
with the first reading of it. 

The experience of the twenties 
ana thirties with the succession of 
foosely drawn, sweeping gener- 
alities made it clear that some 
new and better approach to a code 
of ecthics on international trade 
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was essential. The 
agreements of the war had that 
in mind. 


Our White Paper in 1945, laying 
down certain fundamental Amer- 
ican principles, led to a meeting 
in Loncon in 1946, to a meeting 
in Geneva in the spring of 1947, 
and finally this document that 
came out of four months of work 
in Havana. 

This long record of U. S. as- 
sistance on freer and more multi- 
lateral trade is one of the strong 
reasons, in my judgment, for ap- 
proving this agreement. 

In an editorial in the New York 
“Times” on Dec. 22nd of last year, 
that paper said: 

“The ITO charter is a code of 
international conduct in the field 
of commerce which, despite iis 
many necessary compromises, con- 
stitutes one of the most important 
international decuments of Our 


time.” 

Now, if you are ready to give up 
this whole business of interna- 
tional cooperation because you 


have been so discouraged: if you) 


are convinced that we have gone 
too tar in our tariff policy, and 
that it is time we backed up: if 
you feel that 


gressively used to force different 
economic policies on other gov- 
ernments; if you are so discour- 
aged about the development of the 
United Nations and its various or- 
ganizations that the whole thing 
seems to you to be rather hope- 
Jess, then, of course, I think you 
are not going to support the ITO. 


Now if, on the other hand, you} weighing all the pros and cons, 
'do favor the 
‘ | charter. Because they will not see 

*An address by Mr. Batt before! in it the dangers which others do. 
the Export Managers Club, New} 
York City, April 26, 1949. 


believed and still are hopeful for 


little sketchy. I} 


lend-lease | 


the power of the| 
United States should be more ag-| 


‘the general principles of the| broad declarations of the nations 
|United Nations, the Bank and the! oft the world toward an objective 
Fund, reciprocal trade agreements,|of freer and more multilateral 
ithe Marshall Pian and, last but not! trade. They will recognize, oi 
least the Atlantic Pact, then I, course, that many of those decla- 
suspect that you will probably| rations are given on the part of 
‘finally support the ITO. | many countries with tongue in the 

You will have supported these; cheek, but, for the vaiue it has, 
‘international ventures because you| they will like to see the signature 


| find that our economic policies of }of these governments to those 
‘the ’20s and ‘30s did not work—) principles. They will most of all 


they attempted withdrawal from| approve of a round table where 
Europe, our hit-and-miss financial| these problems of international! 
policies, our ill-advised loans and | trade can be discussed. They won't 
credits, our increasing tariffs and|find any coercion of the United 
trade restrictions of tne early ’30s.| States in that document. They will 
'You may conclude, as I have, that|!ike the specific commitments 
‘all of these had a very significant} Which run through the charter for 
part in bringing on World War Ii.) less restrictions, rather than more. 
On the plus side, the farm 
The ITO Charter | groups are for it, I think, for fair- 
Now about this ITO charter) ly obvious reasons. The commod- 
(and I shall be very brief and not| ity agreement approach appeals to 
technical because I am not an ex-|farm groups and antagonizes 
|pert): Mr. Will Clayton who, as| others. Labor is for it. Some of 
vou know, helped to initiate this! the business groups of the country 
‘whole development of freer inter-| are for it, but obviously not all. 
‘national trade for the United I think it is a correct statement 
| States, said of the charter: that most of the opposition on the 
“Behind the charter and its|;part of business groups centers 
scores of articles, there lies a sim-| here in New York. I don’t know 
ple truth. The world will be a| whether we might conclude that 
better place to live in, if aations,; New Yorkers made more difficulty 
instead of taking unilateral actions} about the Constitution in 1778 or 
without regard to the interests of | not, but I think it is a historic fact. 
‘others, will adopt and follow com-|; Those who conclude that we 
;mon principles and enter into con-| may lead the world through our 
sultation when interests come into | influence but will not succeed in 
‘conflict. And this, throughout the | driving it, wili find more of en- 
jentire range of trade relationships.| couragement in the charter than 
‘is what the signatories of the char-| they do of discouragement. 
| ter will agree to do.” Those same peoplé now, while 
It is detailed. If it is to mear)| they will insist on our sovereignty, 
| anything, it must be detailed. Buy will recognize the same rights for 
a ton of steel or look on the back} others. 
‘of your life insurance policy or) ane an ea 
‘fire insurance policy and see what | Causes of Opposition 
details are necessary merely to 
|¢give some understanding of the 
|agreements in such a simple 
| transaction. 1i this document had 
| been in broad terms, it would not} 
| have brought down on its head the! to international socialism and 
| widespread criticism it has. It is} think that the countries who be- 


ae br 
|large and because it is large and/ lieve in planned economies have 





There are, of course, among 
those who oppose it those who 
have views, which I regard with 
the greatest of seriousness—who 


visible it is a vulnerable target.| been more successful in writing 
But Dean Acheson said immedi-/| that atmosphere into this docu- 
lately after he became Secretary:| ment; those who fear that the 
| “The really successful national} United States Gevernment will 
{ 
| 


/}and international institutions are} sell its own high principles down 
those that recognize and express! the river: and then, as I said a 
underlying reelities.” moment ago, there are those who 

I would like simply to don't like commodity agreements. 
down this charter for you I don’t happen to like commodity 
tried to do for myself. agreements. And I think as I 

There are, of course, the open-| read the chapter on commodity 
ing generalities. There are 106 ar-| agreements that the likelihood of 


break 
as J 


| ticles altogether in the charter.| additional commodity agreements 
|The first 15 of them deal with!| is very small if ali of the terms 
i these generalities about fuller em- of that document are complied 
| ployment all over the world, eco-| with. But without it, I see an al- 


ternative which I like less. 
The provision for the consumer 


;nomic activity, development and 
| reconstruction—and in those first | 
)15 a these ee alpen : . as well as the producer is a factor 
| and 12 2 hich canis ana Bt the that seems to me to be of some 
| Sacee os og dha Pg some ‘considerable importance as one 
Then the next ; have to cl weighs the commodity principle. 


with commercial restrictions 

tariff and state trading and the But there are those who think 
like. that the commodity agreement 
| The next 10 deal with restric-| principle will be adopted on a 
‘tive business practices which I} wide scale and that. before we 


know it, we shall find all of the 
commodities that run into world 
trade the subject of commodity 
agreements. I think that is a mis- 


will call, for simplicity sake, the 
cartel part of the picture. And the) 
|}next 15 are on commodity agree- | 
}ments. Finally, the 35 deal with | 
the mechanisms of the organiza-| take in judgment. They feel the 
‘tion itself. |recognition of tnose restrictions 
| There are very many in this! Such as those that have to do with 
| country—most of them I think not the shortage of dollars was an 


‘heard from so much—who, after | UNWwise concession. They are dis- 
satisfied with the investment pro- 


vision. I think we have reason to 
be dissatistied with the investment 
provision. Because it certainly 
does not go nearly as far as Amer- 
(Continued on page 39) 


ratification of this; 


They will conclude that its pri- 
mary function is to afford certain 


see it as an increasingly open door ° 


The Outlook Related to Gov't 


Spending and Support Programs 


By WESLEY LiINDOW* 
Vice-President, Irving Trust Company, New York 


Pred-cting final government expenditures in fiscal year 1959 at 
around $47 billion, or $7 billion more than previous year, bank 
economist stresses point that this heavy outlay will reinforce busi- 
ness situation. Foresees Federal deficit in 1950 and possibility of 
tax increases. Says present situation is not comparable with period 
following World War 1, which produced 1920-21 depression, and 
contends at present government has whole system of props and 
supports fo secure stability and balance in economy. 


My subject tonight is certainly controversial. 


Il am unlikely to 


satisfy anyone in trying to explain the economic significance of gov- 
ernment spending and support programs today. 
All over the world the people are groping to determine the place 


Fs 
of governinent © 


in economic 
life. The ar- 
gument = gues 
pretty far at 
times. 

In this con- 
nection. I 


would like to 
réad a few 
lines from a 


speech of 
Winston 
Churenhitti 
delivered in 
October, 1947. 
He was dis- 
cussing a 
government 
move to conserve fuel by urging 
citizens to take less baths. 

“I will conclude my strictures 
in the social and domestic field by 
reading the latest economies pro- 
posed by the new Minister of Fuel 
and Power, 
lieve, Socialist intellectualism and 
the old schoo] tie. He advocated 
—according to what I read in the 
public press and I have made 
some inquiries about its authen- 
ticity—-he advocated a policy o 
tewer baths. I really must read 
the words which he is reported té 
have used, as I think they consti- 
tute almost a record: 

“ “Personally, I have never had 
a great many baths myself, and 
can assure those who are in the 
habit of having a great many that 
it does not make a great differ- 
ence to their health if they have 
less. As for your appearance 
most of that is underneath and 
nobody sees it’.” 

“When Ministers of the Crown 
speak like this on behalf of His 
Majesty's Government, the Prime 
Minister and his friends have no 
need to wonder why they are get- 
ting increasingly into bad odor. ] 
had even asked myself, when 
meditating upon these points 
whether you, Mr. Speaker, Would 
admit the word ‘lousy’ as a Par- 
liamentary expression in referring 
to the Administration, provided 
of course, it was not intended in a 
contemptuous sense but purely as 
one of factual narration.” 

I hope you will remember that 
my job tonight is not to discuss 
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ticular government policies in the 
economic field. I shall try to 
stick to the actual facts about 
government activities with a min- 


who represents, I be- | 


ment programs. which provide 
economic props and supports. 


I 

Turning first to the budgetary 
situation, the first point I would 
like to make is that Federal Gov- 
ernment: expenditures are now 
increasing, whereas in 1920 they 
were decreasing. After World 
War I, we went quickly into a 
period of peace and aisarmament. 
Total Federal expenditures were 
$18! billion in the fiscal year 
1919 and fell to $6's billion in 
fiscal] 1920 and to $5 billion in 
fiscal 1921. The recession could 
be labeled pretty accurately as a 
fiscal year 1921 recession, vet ex- 
penditures dropped further during 
that year, 

The present situation, of course, 
offers a tremendous contrast be- 
cause Of the cold war. Here, I 
want to refer to figures on cash 
operating outgo which consolidate 
expenditures of Federal trust 
funds with regular expenditures 
to get at the aggregate non- 
duplicating outlays of the Federal 
Government. After V-J Day, cash 
operating outgo declined snarply, 
falling to $36!'2 billion in the fis- 
cal year 1948. Then, it started up 
again. Cash operating outgo is 
estimated at $40 billion in the 
present fiscal vear or about $3!2 
billion higher than fiscal 1948. 

In fiscal 1950. there will be a 
further sharp increase. The offi- 
cial estimates of last January car- 
ried cash operating outgo to $44 
billion before proposed extension 
of social] security programs and to 
$45! billion with the new pro- 
posals. All of these proposals are 
not going to be adopted. If we 
split the difference here, we can 
use a round figure of $45 billion 

Proceeding {rom here as a bench 
mark, it seems clear that this esti- 
mate is too low for several rea- 
sons. Unfortunately, we can do 
little more than guess at -new 
figures, but it looks as though the 
total might go up another $2 bil- 
lion. I am going to give you some 


| very rough figures to show how 


| budget 


increases have overshad- 


owed budget cuts. 
First, nothing was inclu 


led in 


| the iget for military aid for the 
the merits and weaknesses Of par- | e budget . 


nations allied with us in the At- 
lantic Pact. The Administration 


| has asked for an appropriation of 


|$1 billion for 
{large part of this will go to the 


imum amount of editorial com- |! 
ment. We should weigh things as 


they are without 
whether we approve or 
approve. 


dis- 


Ever since the end of the war, | 


regard to} 


there has been talk of a recession | 


along the lines of the 1920-21 re- 
cession. Personally, I feel that 
there are more differences than 
similarities between the two pe- 
riods. This is particularly true in 
the field of government. 
like to discuss this in two parts 
Part I will consider the overall 
budgetary situation and Part IU 
will take up the specific govern- 

*An address by Dr. Lindow be- 
fore the Bankers Forum, New 
York Chapter, American Institute 
of Banking, New York City, May 
4, 1949. 


I would | 


i tives has 


this purpose. A 
Armed Forces to pay for surplus 
equipment transferred abroad. 
The Armed Forces, in turn, will 
spend these funds for new equip- 
ment; but there will be a lag. 
Senator Connally has said that, on 
balance, Federal cash outlays will 
go up by something like $'» bii- 
lion in fiscal 1950, because of the 
Atlantic Pact. 
Aside from the Atlantic Pact, it 
looks as though National Defense 
expenditures are going to run 
pretty close to the budget esti- 
mates. The House of Representa- 
deleted the provosed 
program for universal military 
training, but has shifted the sav- 
ings over to increased authoriza- 
tions for the. military services. 
Second, let us consider expendi- 
(Continued on page 37) 
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From Washington 
Ahead of the News 


~ —————} By CARLISLE BARGERON Oooo | | 


| 

A nationally syndicated “Liberal” columnist has come out rather | 
indignantly against use cf the term “labor bosses.” This is, he says, | 
a propaganda expression used by the reactionaries with a view to 
putting them in a bad light. They are, he insists, no different from 
the managers of industry except that in many 
instances they are better. They peérform a highly 
useful service in our society and should be 
honored instead of being the subject of bitter 
criticism. 

The trouble with this columnist, as with so 
many others writing about or legislating on the 
subject of organized labor, is that he knows little 
or nothing apout it. There is very little compari- 
son between the managers of industry and the 
labor leaders. There is very little comparison 
on the higher level and very little on the lower 
level, sey between the foreman and the union 
boss on a particular job. They are of a different 
mould, 

You find among managers and foremen, the 
hardest boiled of them, a respect for the workers, 
not necessarily for them as fellow men but as 
workers. A good worker commands the respect 
of the manager or foreman any time. Self-interest calls for ic. ‘The 
“executive” is interested in getting work done and he is inclined to 
nurse along the worker who can do the work. 

Labcr leaders are a breed of their own, speaking generally. They 
don’t fraternize with their members. They rule them with an iron 
hand. I have never in my whole hectic career seen the employer 
talk to men as the union bosses are wont to do. They are aloof, dic- 
tatorial and it is more difficult for an ordinary member of a union 
to see the top man than it is to see his employer. 

I have no doubt that these labor leaders know what they are 
daing. It is doubtful if the employer could be successful at their busi- 
ness. Their business is to organize and rule men as tightly as a mili- 
tary leader commands his troops. 

They are scheoled in the ornerousness, the pure cussedness of 
men in the mass and it is men in the mass they are dealing with. The 
whole theory of a unior, in fact, is that individually these men can’t 
take care of themselves. Their limited talents have put them among 
the mass and they have to have someone to think and act for them. 

What this country has lost was the oppertunity of a man with 
unusual talents te get out of this groove. With the workers now 
organized so thoroughly, with nearly every industry organized, there 
is little chance for the individual worker to get out. He starts life 
in the groove and there he remains. The union will not even permit 
him to switch from one employer to another so the competition for 
his services, by which he could improve his Ict, no ionger exists.. He 
must even have the approval! of the union to move from one locality | 


—— | 


























Carlisle Bargeron 





to another. 

The union used to be a means to an end. Some of the country’s | 
most outstanding men were formerly members of a union. Now the | 
union, or membership in it, is cnnsidered an end in itself. | 

The unicn leaders, even the kindly natured among them, of whom | 
there are plenty, men of unquestionable honesty and sincerity of pur-| 
pose, maintain a hierarchy or caste system as rigid as the military. | 
The enlisted men do not associate with the junior officers and the | 
junior officers do not associate with the higher brass. A leader of | 
a local union would no more try to arrange an appointment with Bill | 
Green or call him Bill as does everybody else, than he would cut off 
his best working finger. Only the presidents of the constituent groups 
of the AFL speak to Green and they in turn speak only to the officers | 
immediately subordinate to them. 


| 
| 
| 


I nave had a lot of delightful associations with many labor lead-| 
ers. It isa study to watch them in a labor assemblage. No high office | 
will leave the meeting until the other high officers have made their | 
speeches. Then they leave in a group, leaving the assembiage to the | 
next echelon. They in turn leave in a group and so it goes on down 
the line. It is lese majeste to bring up any of the more desineal ia! 
matters in the presence of the higher commands unless, of course, | 
it should be one on the higher level. | 

Unquestionably there are many employers in the present Taft-| 
Hartley Act fight who are thinking of their own selfish interests. 
But there are many others who are sincerely trying to give the indi- 
vidual members of the union more freedom within their organization. 
They are trying to break the yoke with which the union boss can 
completely dominate the lives of his fellow men, 

It is idle to talk about. what John L. Lewis, for example, has done 
for his men. He can and does call them on strike at will and they | 
lose in a lew weeks any wage increases they have gained. Manifestly 
he charges too high dues because the union treasury is bursting with 
funds and he doesn’t pay strike benefits when the miners are on 
strike. It is generally believed that he has recently bought a Wash- 
ington bank. The union owns all sorts of real estate. Of what earthly 
good is this to the miners? 

I know of no employer who has as much power over his employes 
as the union leader or union boss under the present mass organization 
of workers which the unions have accomplished. 





Havana ITO Charter a Dishonest, Document 


By PHILIP CORTNEY* 
President, Coty, Inc. 
Auther, “The Economic Munich” 


Industrialist-economist declares Charter is intellectually dishonest document because there was no 
meeting of minds between U. S. A. and Great Britain in fundamental questions of free convertibility 
of currencies and free international trade. Maintains it would shackle American competition and permit 
perpetuation of quotas needed for socialistic planning. Claims it would further economic nationalism 


and restrain international trade. 


It may be no secret to many of you that [ am an ardent internationalist. I therefore 
submit that there must be something wrong either with my mind or with the Havana 
ITO Charter which prompts me to fight against it, together with some isolationists and 


high-tariff 
people, much 
as I dislike the 
company. 
Now, I am 
checking on 
my mind by 
pressing with 
questions 
those who 
made or 
support the 
Charter. The 
answers I re- 
ceive are sucn 
that they only 
contirm me in 
my conviction 
that the 
Havana Charter should be re- 
jected. I evidently only have 
time to criticize a few provisions | 
of the Charter which in my esti- 
mation are the most dangerous 
ones to our own economic system 
and to peace. Those of you who 
may wish to go deeper in the 
matter (and I hope you will, in|} 
view of the importance of the 
issue, not merely in dollars and 
cents, but for the survival of our 


*An address by Mr. Cortney, 
before the Export Managers Club, 
New York, April 26, 1949. 





Philip Cortney 


_ bad and intellectually dishonest 
' document because there was eed 
| meeting of minds between the 


ito their 


,own system) and understand more 


thoroughly my position, may wish 


| to refer to my article in the April 
| 7 issue of “The Commercial and. 
| Financial Chronicle,” and also, if 
| you have the time, to my recent 
book ‘The Economic Munich.” 


The Havana ITO Charter is a 


main countries which negotiated | 
the Charter. The United States | 


| and England tried to reconcile by | 


words their irreconcilable posi- 


| 
| 


| tions*on free trade and free con- 


vertibility of currencies. The) 
Charter purports to reconcile the | 
conflict between countries whica | 
indulge in socialism and national- 
istic planning and seek solutions 
economic problems in 
restrictions of trade and controls, | 


/ and countries which favor expan- 


sion of international trade and | 
internationalism. The countries | 
which participated in the nego- 


| tiations for the Charter had not) 


the same objectives notwithstand- 


|ing the high-sounding ideals ex- 
pressed at the opening and at the | 
| conclusion of the negotiations. The 


result is a document which enun- | 
ciates piously principles satisfac- ! 


tory to a country like ours bui 
which codifies exceptions to prin- 
ciples in such a manner that the 
exceptions become in fact the 
rules the participating nations are 
to abide by. I do not question the 
good intentions of those who ne- 
gotiated the Charter on behalf of 
the United States; I am challeng- 
ing the result. In point of fact, ! 
am amazed and puzzled that at 
ieast one of our negotiators, who 
is a successful exporter, should 
have placed his signature’ under 
such a document which is a nega- 
tion of everything this country 
stands for. In the Havana Charter 
we are giving, in an international 
document, intellectual, moral and 
material endorsement to economic 
fallacies and policies, stemming 
mainly from genuine or distorted 
Keynesian theories, against which 
the defenders of the free indi- 
vidualistic competitive system are 
fighting incessantly. 

I have defined the Charter in 
the following manner: An inter- 
national organization which, for 
the sake of providing a wrong 
solution to the British problem 
would, in the name of full em- 
ployment, restrict international 


(Continued on page 36) 











Vay 11, 1919. 


MORGAN STANLEY & CO. 


This announcement is neither an offer to sell nor a solicitation of an offer to buy any of these Shares. 
The offer is made only by the Prospectus. 


42,448 Shares 


Peninsular Telephone Company 


Common Stock 


(no par value) 


Rights, evidenced by Subscription Warrants, to subscribe for these 
shares have been issued by the Company to its common stockholders, 
which rights will expire at 3 o’clock P.M. Easiern Daylight Saving Time 
on May 24, 1949, as more fully set forth in the Prospectus. The Com- 
pany is also receiving subscriptions at the price to warrant holders 
from certain of its officers and employees during the subscription 
period for shares of common stock not subscribed for through the ex- 
ercise of rights, as more fully set forth in the Prospectus. 


Subscription Price to Warrant Holders 


$38 a Share 


The undersigned several underwriters may offer shares of common 
stock acquired or to be acquired by them either through purchase and 
exercise of rights, or pursuant to the underwriting agreement, at H 
prices not less than the subscription price set forth above and not 
more than the sum of either the last sale price on the New York Curb 
Exchange or the current offering price on the Curb Exchange, which- 
ever is higher, and, in either case, an amount equal lo the commission 


of the Curb Exchange. 


Copies of the Prospectus may be obtained / om only sueh of the 
undersiéned as may legally offer these Shares in compliance 
with the securities laws of the respective States. 


G. H. WALKER & CO. 


COGGESHALL & HICKS 
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Prospects of Business 


Financing 


—The Long Range View 


By ELI SHAPIRO* 
Associate Professor of Finance, 


School of Business, University of Chicago 


Holding American corporations are getting as much equity capital relative to uses as during prosperous 

1920s and rate of profits is higher than at that time, Dr. Shapiro ascribes present depressed prices 

of corporation shares to meagre dividends and greater retained earnings. Says this is breaking down 

fundamental bulwark of free enterprise, since retained earnings avoid competition with other firms for 

available capital. Contends, on basis of statistics alone, amount of debt capital is over-rated, and, as 

result of higher corporate profits and decreased interest rates, debt is less burdensome than in prewar 
years. Urges institutional investors increase equity holdings. 


PART II 


There is general agreement that the ratio of debt to equity should be small if a large 
volume of investment by business is to be maintained and if instability in our economy 
is to be reduced. Debt to be efficient must be safe and therefore bear a small amount of 





risex. Faer-— nacaniiiaie cinta aes 
greatest bulk| shortage in the supply of funds 
of risk should} but from a decrease in the de- 
be borne by| mand for funds by the business 
equity holders,| community which does not see 
sirce the debt | profitable investment possibilities. 
holder has lit-| 
tle chance for | 
great gains! an initiating cause of the business 
and therefore | 
should not be! a high debt-equity ratio is an ag- 
exposed to)! gravating factor in the down 
great chance} swing. Assume that for some rea- 
of loss. It is|son or reasons a decline in eco- 
felt that capi-| nomic activity sets in. Debt is 
talists will| dangerous because it is a fixed 
'cost which must be paid since the 








“i : suppl funds | : : 
a a in ‘ ee prenad creditor has the legal right to ao 
only if tl ‘isk is am: - 4 |appropriate legal action. Thus 
y if the risk is small, which} foreclosures and/or bankruptcy 


means that equity must increase | 
part passu with increases in debt.) 
Thus there must be a large margin | 
between debt and equity, ther renee ani : 
otitis oa ws the eby | more pessimistic anticipations oi 
affording the cebt a large cushion | ‘ : : : ‘ue for 
S aafety Tiles means fir .,| the future. The same is true fol 
of safety. nis means further that é : 
in | a Signet at | short-term debt, as banks do not 
the interest charges on the debt | = ‘all 
wiper ig ge Pat -; renew loans. or even worse, cal 
Wl take only a small fraction of . , -ebv similar 
ee oo yutstanding ones, thereby similar- 
probable income. liv aggravating the deflation 
Debt charges represent a prior in certian ‘ 
claim to income. The’efore the 
lower the cebt charges in relation 
to probable income, the less’ 
chance there is that debt charges | 
cannot be met. Conversely the! 
greater the amount of debt in re- 
lation to capital funds, the greater 
will the debt charges be in rela-| 
tion to probable income. proximations of sources and uses 
The excess use of debt is dan-|0f corporate funds were developed 
gerous for two reasons. First, it| {rom 1921 to date. Changes in the 


proceedings ensue which causes 
aistress selling, thereby aggravat- 
ing the deflation and leading to 


Scurces and Uses of Corporate 
Funds, 1921-1948 


In order to avoid discussing bus- 
iness financing in terms of abso- 
lute figures and to gain historical 
insight into the methods of busi- 
ness financing, some rough ap- 


may be one factor which initiates|bo0ok value of inventories and_ 
changes in the level of economic} Plant and equipment expenditures | 
activity; and second, debt aggra-| reflect the principal uses of funds. | 
after a| The sources of funds are divided | 


vates business declines é 
downturn starts for whatever rea-| into two main categories, internal 
sons that caused the downturn. 

_One main feature of a depres- 
sion is a decline in business in- 


ings 
| consist of retained net profits plus 


vestment. It may be true that ex-| depreciation reserves and deple-| 
bank loans and 


cessive use of debt by business| tiOn allowances; oF 
firms causes capitalists to curtail | @&W capital securiies 
the supply of funds they lend to| (Stocks and bonds) comprise th 
business when the debt-to-equity | funds raised outside of the busi- 
ratio rises, thereby reducing the! ™©S°- 

protection of their debt. This de-| 
cline in funds would cause invest- 
ments to be curtailed by business 
because of the lack of funds. The 
decline in investment is prolifer- 
ated through the economy by the’ 
“jnvestment multiplier,” thus lead- 
ing to declining prices, employ- Major source of funds to American 
ment and national income. In gen-, corporations has been retained 
eral, it is difficult to assess this earnings and depreciation reserves 


issues 


spread concern over what is 
capital. Proponents of this line of 
reasoning point to the inactivity 
in the stock market as a symptom 
of the disease. Historically the 


explanation o* the business cycle) and depletion allowances. In the! 


because it is dependent upon two! Period 1926-1929 about 70% of 


specific assumptions. They are 


Even if we abandon the notion | 
that a rising debt-equity ratio is! 


cycle, we certainly do knowW that, 


/tal equipment and plant. 


| and external. Gross corporate sav- | 
(internal source of funds) | 


the | 


At the moment there is a wide-'| 


|/ known as the shortage of equity | 


| corporate uses of funds were ob-| 








porate profits are overstated by 
the inclusion of inventory profits 
and the use of depreciation charges 
based upon the original cost of 
the asset rather than current 
(higher) replacement costs. In 
order to compare current profits 
with some representative year, 
1929 was chosen. The inventory 
profits were removed from the 
figures and depreciation charges 
in 1948 were increased by 65% 
reflecting the change in the Bu- 
reau of Labor Statistics wholesale 
price index of manufactured 
goods in 1948 compared to 1929. 
After making these adjustments to 
reduce the profit figures reported 
by the Department of Commerce, 
our figure for “adjusted” profits 
before taxes was 2.3 times larger 
in 1948 than in 1929. ‘“‘Adjusted”’ 
pro‘its after taxes were 20% high- 
er than they were in 1929. I might 
add that the figure for “adjusted” 
profits is understated since it does 
not take account of the enhanced 
efficiency of the higher cost capi- 
It ap- 
pears that current profit levels are 
sufficiently high to enable corpo- 
rations to obtain equity funds at 
about the same ratio to uses as 
was true in the late 1920’s 


Less Dividend Distribution 


One point should stand out. In 
the process of obtaining equity 
funds through retained earnings in 
the postwar years, corporations 
nave been forced to reduce their 
dividend distributions. In the late 
twenties, about 70% of net profits 
were disbursed in dividends com- 
pared with a dispersal ratio of 
35% of net profits in the years 
1946-1948. No doubt this lower 
dividend distribution ratio is part- 
ly responsible for the low level of 
stock prices. 

One thing that should be stressed 
is that when business obtains its 
equity funds by plowed back 
earnings it is breaking down a 
fundamental bulwark in a system 
of free enterprise. A virtue of 
free enterprise is that decisions as 
to how much and what kinds of 
output shall be produced are 
guided by the market (price) 
mechanism. The market system 
reflects the aggregate of individ- 
ual demands as well as the aggre- 
gate of individual suppliers. 
Price is therefore a reflection of 
social values and serves as a 
beacon to guide the efforts and 


Results of Poll Constitute 
Severe Indictment of NASD 


(Continued from page 3) 


(RETURNS FROM NON-MEMBERS OF NASD) 


Total ballots returned___-—---~-~- eiehdes _196 
(1) 5% “Yardstick”: 
laos woh be dctiisannialy cei lea dale 23 or 11.7% 
Opposed _________ rerewae ____.152 or 77.6% 
ee ee eae 21 or 10.7% 
(2) Questionnaire for Reports on Spreads: 
Favoring_______ SReaeon = .«i.... Be & Ie 
Opposed Suustdaaas j __160 or 81.6% 
ID ec tb ie ae annuus 10 OF Ba 
(3) Examination of Books and Records Where 
Neither Complaints nor Charges Are Pending: 
I 
J a ee _.__.173 or 88.3% 
Be Genes ........... sue oe. Se 
(4) NASD Trial System: 
ELAR SS 
Opposed _____- 180 or 91.8% 
ee Gees Ls . 9 or 4.6% 
(5) Rule Forbidding Discount to Non-Members: 
Pavorwg. ..___._.- 6 or 3.1% 
Opposed he 182 or 92.8% 
No opinion _-_~_- ~~ a id 8 or 4.1% 
(6) Should Maloney Act Be Repealed? 
Favoring 156 or 79.6% 
Opposed . am . an @ tise 
No opinion ead 18 or 9.2% 


Concluding Comments by Dealers 
On Effect of ‘5% Mark-Up”’ 
Philosophy on Small Business 


We present now the last of the comments made by 
dealers relative to question No. 4 which appeared on the 
reverse side of the ballot and is reproduced herewith: 

‘“(4) What effect, if any, do you think the NASD’s 

‘5% Mark-Up’ philosophy has on the market 
for securities of the smaller corporations of 
the country?”’ 

The initial group of such expressions appeared in our 
issue of April 14 and others Were carried in subsequent 
issues. While on the subject, it is pertinent to observe that, 
beginning with next week’s issue we shall publish remarks 
submitted to us on the returned ballots concerning other 
phases of the NASD. With reference to the comments car- 
ried below, it should be explained that some firms elected 
to affix their signatures and others replied anonymously. 
With respect to the former, we consider it a matter of fair- 
ness not to reveal their identity as time does not permit 
our obtaining specific permission to do so. Where the com- 
ment was made anonymously, this is indicated by the sym- 
bol (*) appearing at the end of the statement. 


LITTLE ROCK, ARK. 

Creates a hardship to make a more liquid market for these small 
corporations. 

LONG BEACH, CALIF. 

We believe the 5% mark-up idea is a good thing for business 
but that it should be used as a guide only. In the case of a complaint 
by a customer that some dealer had charged too much, the investi- 
gating committee could use the 5% as a basis for determining whether 
the customer had just cause for his complaint.* 


| tained internally. The same pro-! resources of our economy to pro- SMALL CALIFORNIA TOWN 


first that there will be an insuf- 
duce the things society wants. For 


the | 





ficient supply of investment funds 
forthcoming when the ratio of 
debt to equity increases. The sec- 
ond assumption and probably the 
least tenable is that the downturn 
in business activity associated 
with a deciine in investment is 
caused by an inadequate supply of 


funds to finance the private in-| 


vestment requirement of the bus- 
iness community. A greater 
weight should probably be placed 
upon the decline in business ac- 
tivity which stems not from a 


*This is the 
cluding paper by Dr. Shapiro on 
Prospects of Business Financing. 


second and con-)| 


|portion was supplied from 
/same source in the postwar years 
1946-1948. Thus American corpo- 
rations are getting about the same 
amounts of equity funds relative 
| to uses as during the prosperous 
1920’s. 

Since profits are supplying bus- 
iness corporations with their 
equity funds we should look into 
‘this subject. The stability of the 
_share of the national income going 
| to profits is noteworthy; reported 
‘profits .after taxes were about 
| 9.3% of national income in 1936 
compared to 9.6% in 1929. There 
'is at present a good deal of dis- 
cussion about the size of corporate 


example, a rising price for a com- 
modity indicates that society’s de- 
mand is not being met by the ex- 
isting use of the community’s 
resources. Higher profits in that 
industry will serve to attract ad- 
ditional resources into the indus- 
try thereby expanding output and 
thus meeting the wants of the 
community. 

When a corporation retains its 
earnings for reinvestment in the 
business, the board of directors 
determine how part of the na- 
tion’s resources are allocated. 
Since the decision to reinvest may 
not be made on the basis of alter- 


The first paper appeared in the, profits. In the main it is argued) ate profit opportunities in the 


“Chronicle” of April 21, 1949. 


‘that the figures on reported cor-| 


(Continued on page 35) 


Practically closed the door to them in the issue of new securities. 


SMALL CALIFORNIA TOWN 
Unfavorable.* 
NEW ORLEANS, LA. 

Detrimental.* 

DETROIT, MICH. 
Very bad.* 

ST. LOUIS, MO. 
Undoubtedly hurts their markets.* 


SMALL NEW JERSEY TOWN 
The expenses involved are too great for a 5% mark-up. 


SALT LAKE CITY, UTAH 
Very little from what we see. 
=Commented Anonymously. 
(Continued on page 30) 
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COMING 
EVENTS 


In Investment Field 








May 14-15 (San Francisco, Calif.) 

San Francisco Security Traders 
Association Annual Outing at Mt. 
Diablo Country Club. 


May 16-17, 1949 (Hot Springs, 
Ark.) 
Spring meeting of NASD Board 
of Governors and Advisory Coun- 
cil at The Homestead. 


May 17, 1949 (Pittsburgh, Pa.) 
Pittsburgh Securities Traders 
Association annual outing at South 
Hills Country Club. 
May 18-21, 1949 (White Sulphur 
Springs, W. Va.) 
Investment Bankers Association 
Spring Meeting of the Board of 
Governors at the Greenbrier. 


May 20, 1949 (Baltimore, Md.) 
Baltimore Security Traders As- 

sociation annual outing at the)! 

Hillendale Country Club. 


May 23, 1949 (Chicago, Il.) 
Association of Stock Exchange | 

Firms’ members assemble en route 

to spring meetings. | 





May 24-28, 1949 (Denver, Colo.) | 

Association of Stock Exchange 
Firms spring meeting in Denver 
and Salt Lake City. 


May 27, 1949 (New York City) 

Toppers Annual Outing at Rock | 
Springs Country Club, West 
Orange, N. J. 


May 24, 1949 (New York City) 
New York Society of Security 

Analysts annual meeting and elec- 

tion at Schwartz Restaurant. 


June 3, 1949 (Chicago, Ill.) 

Bond Club of Chicago annual 
field day at Knollwood Club, Lake 
Forest, Ill. 


June 3, 1949 (Connecticut) 

Security Traders Association of 
Connecticut annual summer out- 
ing at Wampanoag Country Club, | 
West Hartford, Conn. 


June 3, 1949 (New York City) 

Bond Club of New York 25th} 
Annual Field Day at Sleepy Hoi- | 
low Country Club, Scarborough, | 
_ we 


June 6, 1949 (Chicago, Hl.) 
Chicago Stock Exchange annual | 
election. 


June 6-7, 1949 (Cincinnati, Ohio) 

Municipal Bond Dealers Group 
Annual Spring Party. Cocktail | 
party for out of town guests June | 
6th; outing June 7 at the Kenwood | 
Country Club. 


June 9, 1949 (Boston. Mass.) 

Boston Securities Traders Asso- | 
ciation 30th Annual Outing and! 
Golf Tournament at the Weston | 
Golf Club, Weston, Mass. 


June 10, 1949 (Los Angeles, Calif.) | 

Bond Club of Los Angeles field | 
day and outing at the Bel-Air! 
Country Club. 


June 10-12, 1949 (Minneapolis, 
Minn.) 
Twin City Security Traders As- 
sociation Summer Party at Gul] 
Lake. 


June 10, 1949 (New York City) 

Municipal Bond Club of New 
York Field Day at Sleepy Hollow 
Country Club. 


June 15,1949 (Minneapolis, Minn.) 

Twin City Bond Club annual 
picnic at the White Bear Yacht 
Club. 


June 17, 1949 (Boston, Mass.) 
Municipal Bond Club of Boston 

Annual Outing at the Concord 

Country Club, Concord, Mass. 


June 17, 1949 (Detroit, Mich.) 

Bond Club of Detroit annual 
outing at the Grosse Ile Golf and 
Country Club. 


June 17, 1949 (New Jersey) 
Bond Club of New Jersey An- 





‘nual Field Day at Rock Spring | 


Club, West Orange, N. J. 


June 21-24, 1949 (Canada) 

Investment Dealers Association | 
of Canada 33rd annual meeting a! | 
|Minaki Lodge, Ontario, 


| June 24-26, 1949 (Los Angeles, 


Calif.) 


June 25, 1949 (Chicago, Il.) 
Bond Traders Club of Chicago 


|}annual summer outing at the Nor- 
| dic Hills Country Club. 


| June 28, 1949 (Detroit, Mich.) 


| Securities Traders Association of 
| Detroit and Michigan annual sum- 
| mer party at the Lochmoor Club, 
|Grosse Pointe Woods, Mich. 


Security Traders Association of | 


Los Angeles annual spring party 
at the Arrowhead Springs Hotel. 
June 24, 1949 (New York City) 
Investment Association of New 
York annual outing at the West- 
chester County Club, Rye, N. Y 


June 24, 1949 (Toledo, Ohio) 
Bond Club of Toledo 15th an- 


| June 28, 1949 (Omaha, Neb.) 

| Nebraska Investment Dealers | 
| Bond Club spring frolic at the’! 
| Omaha Country Club, to be pre- 
| ceded by a eocktail party June 27 | 
|at the Omaha Athletic Club in 
/honor of out-of-town guests. 


| 


| Sept. 9-11, 1949 (Oregon) 


| The Broadmoor Hotel, 





nual outing at Inverness Countr:| Pacific Northwest Group of the | 


Club. Investment Bankers Association 


‘Commerce Building. 


1949 meeting at the Gearhart Colvin, Mendenhall & Co 


Hotel, Gearnart, Oregon. | SAN FRANCISCO. CALIF — 
Oct. 5-9, 1949 (Colorado Springs, Colvin, Mendenhall & Co., 220 


Colo.) , |Montgomery Street, is resuming 
National Security Traders As- the investment business. Princ- 


sociation Annual Convention at | pals of the firm are Ernest D. 
|} Mendenhall, Jr. and Donald L. 
Dec. 4-9, 1949 (Hollywood, Fla.) [ Coreen. Mr. Colvin will be in 

Investment Bankers Associatior | Charge of the firm’s office at 218 
Annual Convention at the Holly- | North Canon Drive, Beverly Hills, 
wood Beach Hotel. | Calif. 


—— i Se 


With Ralbh Fordon Co. 


(Special to THe FINANCIAL CHRONICLE) 


DETROIT, MICH.—Charles B. 





Curlette & Co. Adds 


(Special to THe FINANCIAL CHRONICLE) 


MIAMI, FLA.—John P. Higley | 


|has become associated with Cur- | Toole has become associated with 


'Ralph Fordon & Co., Penobscot 


Building 


lette & Co., Inc., Chamber of 





Mr. Davis... 





MR. DAVIS is faced with the difficult 
task of stretching a moderate income to meet nor- 
mal living costs and family emergencies. 


But, like people in the same neighborhood, an- 
other town, or a distant state, the Davis family may 
find occasions when their income and savings are 
not large enough to cover their obligations. Mer- 
chants, tradesmen and professional men who pro- 
vide goods and services are certainly entitled to 
payment when due. 





It is fortunate that the economic progress of our 
society has resulted in the establishment of respon- 
sible lending agencies where Mr. Davis can borrow 
money. 

When Mr. Davis borrows to meet pressing obliga- 
tions and repays his loan out of income he has 
earned, he is putting his indebtedness on a business 
basis. He has thus protected one of the greatest 
assets in modern family life—his good credit stand- 
ing in his community. 

Household Finance Corporation and its subsidi- 
aries operate with 474 offices throughout the United 
States and Canada. Loans are made primarily for 
the purpose of helping people get out of debt. 82% 
of our customers borrow to pay family debts al- 
ready contracted. 


ASK FOR A COPY OF OUR 1948 ANNUAL REPORT 


HOUSEHOLD FINANCE 
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Illinois Brevities 


A group of underwriters, headed by Merrill Lynch, Pierce, Fen- 
ner & Beane of New York. N. Y., and including, among others, the 
following Chicago barkers, on April 13 publicly offered 200,000 shares 
of Illinois Power Co. 4.70% cumulative preferred stock (par $50) at 
$51.65 per share, plus accrued* 
dividends from April 19, 1949: A. 
C. Allyn & Co. Inc.; Bacon, Whip- 
ple & Co.; A. G. Becker & Co., 
Inc.: William Blair & Co.; H. M. 


yield 1.50% to 2.85%, accord- 
ing to maturity. 


Included in the nationwide 


ee LS ar, gs Bice oo group of approximately 200 un- 
aig age? — well. Chapman & | d¢rwriters who on May 4 mar- 
lins & Co.; Farwell, I keted 1,500,000 shares of Pacific 


Co.: Harris, Hall & Co, (Inc.); 
The Illinois Co.; Kebbon, McCor- | 
mick & Co.; and Mullaney, Wells 
& Co. The net proceeds are to 
be used for the payment of short- 
term bank loans made for financ- 


Gas & Electric Co., 5% redeem- 
able first preferred stock, series 
A (par $25) at $26.75 per share 
and dividends, were the following 
Chicago investment bankers; A. 


. ; " debcnng” |C. Allyn & Co., Inc.; Bacon, Whip- 
ing construction expenditures and | 


si ca ; ee ple & Co.; A. G. Becker & Co. 
the balance for epi construction. Inc.; William Blair & Co.; Blunt 


| Ellis & Simmons; Central Repub- 
The Chicago bankers partici- 


|lic Co. (Ine.); Julien Collins & 
pating in the public offering on | Co.; Farwell, Chapman & Co.; 
April 13 of an issue of $50 mil- | Harris, Hall & Co. (Inc.); The 
lion Commonwealth Edison Co., | Illinois Co.; Kebbon, McCormick 


3% sinking fund debentures 
due April 1, 1999, were Bacon, 
Whipple & Co., Blunt Ellis & 
Simmons and Julien Collins & 
Co. The debentures were priced | 
at 101.30% and accrued interest. | 


| & Co.; and Mullaney, Wells & Co. 


Among the participants in the 
public offering on April 26 of 
$40 million National Distillers 


* | Products Corp. 25-year 3!.% 
The net proceeds will be sumed | sinking tak aiventanes due 


to working capital for ultimate | 
application toward the _ cost, | 
estimated at approximately 
$340 million of gross additions 
to the utility properties of the 
the company and its subsi- | 
iaries. P | 


1974, at 101.31% and accrued 
interest, were the following Chi- 
cago banking houses: A. C. Al- 
lyn & Co. Inc.; A. G. Becker & 
Co. Inc., H. M. Byllesby & Co. 
(Inc.) Central Republic Co. 
‘ a | (Ine.), Bacon, Whipple & Co., 

| William Blair & Co., the Ili- 
Halsey, Stuart & Co. Inc., 0n| nois Co.. Ames, Emerich & Co., 
May 5, headed a group of under-| Jne., Julien Collins & Co. and 
writers who publicly offered an gills, Fairman & Harris, Inc. 
issue of $12 million Westchester, The net proceeds will be used 
Lighting Co. general mortgage to prepay short-term bank loans 
bonds, 3% series due May 1, 1979,| and the balance, together with 
at 102.806% and accrued interest. other funds, will be used to fi- 
Other Illinois bankers participat-| yance the cost of construction 
ing in this offering were: Julien py National Distillers Chemical 


Collins Co., Mullaney, Wells & (Gorp., a wholly-owned subsid- 

Co. and Patterson, Copeland & iary, of the metallic sodium and 

Kendall, Inc, | ehlorine plant at Ashtabula. 
On May 5, Halsey, Stuart & Ohio. 


Co. Ine. (as sole underwriter) 
also publicly offered $2,750,- 
000 Cambridge Electric Light 
Co. 25-year 2*,% notes, series 


A. C. Allyn & Co., Inc., Bacon, 
| Whipple & Co., Blunt Ellis & Sim- 
mons, John W. Clarke, Inc., Paul 


A, due 1974, at 100.624 and ac- | ff Davis & Co., Farwell, Chap- 
crued interest from April 1, | man & Co., Kebbon, McCormick 
1949. & Co., and Straus & Blosser on 

In addition, Halsey Stuart & | April 26 participated, together 
Co. Inc. headed an underwriting | with others, in a two-fold offer- 
syndicate that publicly offered an} ing of 633,296 shares of Missis- 
issue of $8,300,000 Arkansas Power | sippi River Fuel Corp. common 
& Light Co. 353% sinking fund) stock, of which 327,610 shares 


debentures due 1974. at 10214% | were for the account of the Fuel 
and interest. Mullaney. Wells & | Corporation and 435,282 shares for 
. : ; the account of United Gas Corp. 

Co. was also included in the} pe jatter part was underwritten 
group of 13 underwriters who at $30 per share, while the 327,610 
participated in this offering. shares were offered to Fuel com- 
Halsey, Staurt & Co. Inc. also |™o0n stockholders at $27.25 per 
headed two other groups of un- | Share, the rights for which ex- | 
derwriters who offered the fol- | Pired on May 9, 1949. 
lowing equipment trust issues: | J i ? 
Illinois Central RR. 2'!4 % equip- 
ment trust certificates, series 
DD, at prices to yield 1.35% to 
2.525%, according to maturity; 
and New York Central RR. 


The change in name of City 
Ice & Fue! Co., Chicago, to City 
Products Corp., which was ap- 
proved by the stockholders on 
April 21, became effective im- 


253% equipment trust certifi- mediately. Harry Strong was 
cates, 1949 series, at prices to promoted to Chairman of the 
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Board, and William J. Sinek 
was relected President. 


The offering of 104.285 shares | 


of Minneapolis Gas Co. common 
stock, par $1, to its common stock- 
holders of record April 20, 


by a group of nine underwriters, 
which included A. C. Allyn & Co., 
Inc. The rights expired on May 
4 1949. 


Included in the group of in- 
vestment bankers who on April 
13 publicly offered $50 million 
C.LT. Financial Corp. 25,% de- 
bentures due April 1, 1959, at 
99.35% and accrued interest 
from April 1, 1949, were A. C. 
Allyn & Co. Inc. and A. G. 
Becker & Co. Inc., both of Chi- 
cago. 


On April 12, the stockholders of 
United Drill & Tool Corp. ap- 
proved a proposal to change the 
par value of the class B stock 
from $1 to $10 per share, effec- 
tive as of the same date. This 
change was effected by the elimi- 
nation entirely of the “paid-in 
capital” account of $189,062 and 
the reduction of ‘‘earned surplus” 
account by $4,288,491. There 
were 497,506 shares of class B 
stock outstanding. 

For the quarter ended March 
31, 1949, United reported a net 
profit after taxes of $295,400, 
equal to 92 cents per class A 
share and to 50 cents per class B 
share, compared with a net of 


$338,700 (after transfer of $62,500 | 
to a special reserve against an- | 


ticipated increased cost of re- 
placing old properties), for the | 
quarter ended March 31, 1948, | 
equal to $1.05 per share on the} 


class A stock and to 58 cents on 
the class B stock. 


Central Republic Co. (Ine.) 
also was included in two other 
underwriting groups—one offer- 
ing On April 20 an issue of 
200,000 shares of $2.20 preferred 
stock, without par value, of the 
Connecticut Light & Power Co. 
at $52 per share and dividends, 
and the other offering on May 
5 an issue of $50,000 shares of 
Rochester Gas & Electric Corp. 
43,% preferred stock, series G, 
par $100, at $102 per share and 
dividends. ; 


Goldsmith Bros. Smelting & Re- 
fining Co., Chicago, has placed 
privately through A. C. Allyn & 
Co., Inc., an issue of $750,000 412% 
sinking fund debentures due 
March 1, 1959. 


Harris, Hall & Co. (Ine.) and 
Bacon, Whipple & Coe., together 
with others, on April 27 pub- 
licly offered 208,373 shares of 
common stock (no par value) of 
Sharp & Dohme, Inc. at $26 per 
share. Part of the net proceeds 
will be used to pay for the 
construction of a new research 
laboratory, estimated to cost $4 
million when fully equipped, at 
the compapy’s West Point, Pa., 
plant, and the balance will be 
added to the company’s general 
funds. 


Beatrice Foods Co., Chicago, re- 
ports net profit for the fiscal 
year ended Feb, 28, 1949 of $4,- 
806,961, compared with $3,471,956 
for the preceding year. This is 
equivalent after provision for 


TIME ING. | 


Common Stock 


(Analysis on request.) } 


| 
| 
Members of Chicago Stock Exchange | | 
209 S. La Salle Street*Chicago 4 | 
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1949, | 
at $11 per share was underwritten | 


| mon 
| holders 
| preeeding payment was an initial 


| eral 
|appropriation of $650,000 for con- 
Before contingencies, | 
earnings per share were equal to | 
| $10.24, which compares with $5.08 


| tingencies. 


| March 31, 


|| | profit 


| WilliamA.Fuller&Co.) 


preferred dividends to $9.01 per 
share on 511,792 shares of com- 
mon stock outstanding, compared 
with $6.39 for the previous year. 
|'Sales of the latest fiscal year 
reached a record total of $192,- 


199,437, an increase of $10,483,579, 
or 3.71% 
ceding year. Net working capital 
of the company as of Feb. 28, 1949 
was $19,006,957, as compared 


| with $16,430,554 at the end of the! 
| preceding fiscal year, an increase | 


Of $2,576,403. 


Included in the group of in- 
vestment bankers who on April 
20 publicly offered 300,000 
shares of San Diego Gas & Elec- 
tric Co. 41.4% cumulative pre- 
ferred stock, par $20, at $20.45 
per share and dividends, was 
H. M. Byllesby & Co. (Ince.) 


The sales of National Tea Co., | 


| Chicago, for the four weeks ended 


| April 23, 1949, amounted to $21,- | 
$20,- | 
| 363,987 for the corresponding pe- | 
|riod last year and $21,279,654 for 
| the four weeks ended March 26, 
| 1949. 


| 246,667, as compared with 


ewe 2a Co., Inc., Barrington, 
Jewel Tea Co., I B at 


|reported that its retail sales for 
'the four weeks ended April 23, 
| 1949, were $12,824,800, or 13.7% 


over the same weeks of 1948. 


On April 21, A. G. Becker & 
Co., Inc. and Bacon, Whipple & 
Co. participated in the public 
offering of $16,677,000 Rochester 
Gas & Electric Corp. first mort- 
gage 3% bonds, series L, due 


1979, at 100.59% and interest. 
The group of underwriters, 
headed by Lehman Brothers, 


was comprised of 16 investment 
houses. 


The directors of Television 


'Fund, Inc., Chicago, on April 25 
| declared 


2) 


a dividend (No. oi 
seven cents per share on the com- 
stock, payable May 16 
of record May 5. The 


dividend of ten cents per share 


‘paid Feb. 15. 


Blunt Ellis & Simmons also 
participated on April 21 in the 
public offering of 79,000 shares 
of Merck & Co., Inc., $4 cumu- 
lative convertible second pre- 
ferred stock, without par value, 


at $102.75 per share and accrued 
dividends. 
Net income of Granite City | 
| Steel Co., Granite City, for 
ithe year ended Dec. 31, 1948 | 


| was $3,267,707, or $8.54 per share, | { 
including Fed- | 


after all charges, 


income taxes, and after an 


for 1947. For the quarter ended 
1949, net amounted to 
$821,018, after taxes and reserves, 
or equal to $2.15 per share, against 
$812,097, or $2.12 per share, for 


ithe corresponding period in 1948. 


William Biair & Co., of Chi- 
cazo, also was included in the 
group of investment bankers 
who On April 13 publicly offered 
$10 million first mortgage 
bonds, 3% series due 1979, of 
the Ohio Public Service Co. at 
100.75% and interest. 


Pd 


The operation of Thor 


of $35,844,985 and net profit 
$2,515,404, equivalent to $7.14 
per share on the 352,187 shares 
outstanding at Dec. 31, 
reflects the purchase and retire- 


iment of 88,723 shares authorized | 
iin 
1 


1947, 
and 


October, 1948. In net 
sales were $34,461,705 
$3,456,720, or $7.84 
share on the shares then out- 
standing. Current assets as of 
Dec. 31, 1948 were $8,544,754 and 


per 





current liabilitie® $2,119,912, a ra- 
| tio of 4.03 to 1, as compared with 
|current assets of $8,817,832 and | 1947. 


over sales for the pre- | 


| $16.23); 


_Corp., 
| share (against net profit of $1.16): 


LO | 


Wall Street, New York City, 


| ment 
| when he joined the staff of The 
| National City Company. 


Corp., | 
Chicago, in 1948 resulted in sales | 
of | 


1948. This | 


net | 


| current liabilities of $3,083,384, a 
| ratio of 2.86 to 1 on Dec. 31, 1947. 
| Sales for the quarter ended 
| March 31, 1949, as reported to the 
'SEC, amounted to $4,923,034. 
against $9,225,589 in the corre- 
| sponding period of last year. 
Harris, Hall & Co. (Inec.) on 
| May 6 participated in the pub- 
lic offering of $10 million Kan- 
Sas Power & Light Co. first 
mortgage bends, 27. % series due 
1979, at 101.50 and accrued in- 
terest from April 1, 1949. 


|; Dempsey & Co, and Patterson, 
|Copeland & Kendall, Inc., both of 
| Chicago, on April 13 participated 
in the public offering of $2 mil- 
lion Mississippi Power Co. first 
| mortgage bonds, 3% series due 
1979, at 100.50% and interest. 


[}linois firms reported 
earnings per common share for 
the latest fiscal year as follows: 
Allied Gas Co., $1.11 (against a 
deficit in the preceding year); 
American Buslines, Inc., $2.17 
(against $2.15); Chicago, Burling- 
ton & Quincy RR., $16.44 (against 
Domestic Credit Corp., 
49 cents per A. B common share 
(against 33 cents, before special 


Other 


charge equivalent to 14 cents pe: 
| share); 
| (against $3.29): The Fair, Chicago 
| and 


Ekco Products Co., $2.91 
Oak Park, $3.34 (against 
The Muter Co., $1.6) 
$1.70): The Omnibus 


deficit of 39 cents pez 


$3.22): 
(against 


Parmelee Transportation Co., net 
profit of $1.42 per share (against 


$1.03): Pullman, Imne., $3.18 
(against $2.38): Swift Internation- 
al Co., Ltd., 72 cents (against 


$1.86): and Wieboldt Stores, Inc., 
$2.02 for the year ended Jan. 29, 
1949 (compared with $3.37 for 27 


“=f 


weeks ended Jan. 31, 1948, and 
$4.22 for fiscal year ended July 
26, 1947. 

i 


Angar, Berry V.-Ps. of 
Harriman Ripley Co. 


Joseph P. Ripley, Chairman, and 
Pierpont V. Davis, President, of 
Harriman Ripley & Co., Inc., 63 
an- 





LeRoy H. Apgar 


Harold J. Berry 
nounced, following a meeting of 
the Board of Directors, that LeRoy 
H. Apgar and Harold J. Berry 
have been elected Vice-Presidents, 
Mr. Apgar entered the invest- 
banking business in 1916 


He con- 
tinued with that company until he’ 
joined Harriman Ripley at its 
formation in 1934. He has spe- 
cialized in the municipal end of 
the business and has been Man- 
ager of the Municipal Department 
since 1939. 

Mr. Berry has been with Harri- 
man Ripley since his graduation 
from the University of Pennsyl- 
vania (Wharton School Fi- 
nance) in 1935, He served with 
the Navy in various combat areas 
during the war, earning the rank 
of Lieutenant-Commander. Hs 
Was appointed Manager of the 
Corporate Buying Department of 
Harriman Ripley in February, 


of 
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Strengthening Our Economy 


By LEON H. KEYSERLING* 
Vice-Chairman, Council of Economic Advisers 


Asserting business, labor and government, in cooperation, can main- 
tain stable and prospering economy, President’s economic coun- 
sellor expresses confidence, despite adjustments, there need be no 


serious depression. 


Looks for greatly increased naticnal income 


and sees, in broader nationwide perspective, hope private enter- 

prise system will bring prices, wages and other incomes into rela- 

tionships which wili keep economy running at high speed. Stresses 

importance of sound business psychology as stabilizing factor and 

says government is ready by legislative policy to act when careful 
analyses shows danger of depression. 


The general theme cuggested for this afternoon is “The Adinin- 
istration’s Economic Program.” Allotted time obviously will not per- 


mit detailed or even 
might be classified 


the compul- 





sions of brev- 
ity plus my 
own = inclina- 


tions muy lead 
to an effort 
more usetul to 
a meeting ol 
this kind than 


a tedious re- 
statement of 
known facts 


and familiar 
p rop osals. 
That efiort 
will be to 





highlight 
a few broad 
purposes and 
methods in the hope of broadening 
a few areas of common under- 
standing and agreement. 

For it is mainly by broadening 
its areas of agreement that our 
American society, adjuring dog- 
matic blueprints, solves its prob- 
lems pragmatically as they arise 
and maintains the experimental 
and flexible temper which has 
enabled free people to outdo all 
others. Never was the pursuit 
and achievement of such agree- 
ment through improved under- 
standing more imperative’ than 
today. Incomparably strong in 
our resources and skills, our ma- 
terial or economic progress is not 
jeopardized by the almost insur- 
mountable handicaps which con- 
front the people of many other 


Leon H. Keyserling 


lands. Our prosperity and secur- 
ity are threatened, now or in 
future, only to the degree that 


misunderstanding or discord pre- 
vent us from following an agreed- 
upon course of action along prac- 
tica! lines. 

The field in which these broader 
agreements should first be sought, 
in my judgment, covers the rela- 
tionship between business and 
government. For in the success- 
ful working-out of this relation- 
ship will be found most of the 
answers to the central questions 
of our age: How can our enter- 
prise system remain sufficiently 
free to preserve its dynamic qual- 
ity without being so unrestrained 
as to encourage the traditional 
ravages of the business cycle?’ 
How can government make its 
necessary contribution towards 


general discussion 
uncer this tepre. But this is fortunate, because 


stability and security without un-| 


due sacrifice of individual or 
localized initiative? If business 
and government can blend their 


respective and mutual efforts in a} 


manner which maximizes the ef- 


fectiveness of both by answering | 


these questions satisfactorily, then 
we shall steer a safe middle course 
between the dangers of absolutis- 
tic freedom and the deadliness of 
absolutistic security. 


True Attitude of Government 

The main barrier to this happy 
blend is that many leaders in 
business life do 
understand the true attitude of 
government, and many leaders in 
government affairs have not suf- 


not sufficiently | 


of all the matters which 


any contribution that I can make 


at this gathering of businessimet. | 


and business aavisers, it consists 
in attempting as a governmen. 
official to advance to the business 
world my own peisonal feelin: 
concerning broad areas of agree- 
ment between business and gov- 
ernment. This may prove help- 
ful to the business community 
and if someone in-that communi.) 
will attempt the same task from 
a different perspective, we may 
indeed make progress together. 
First of all, business and gov- 
e-nment must certainly be in 
agreement as to the basic objec- 
tives of our economie system. 
These objectives are, operating 
under the free and flexible deci- 
sions of peacetime and not under 
the forced draft of wartime pres- 
sures, to achieve over the long 
pull the highest levels of produc- 
tion and reward for production 
that our resources permit without 
squandering these resources, and 
to achieve job opportunities for 
those adults who are anxious to 
work and able to do useful work. 
Whether we call this a condition 
of full employment or maximum 


employment or by some other 
name is relatively immaterial. 
Moreover, there is undoubtedly 


agreement between business and 
government that the achievement 
and maintenanee of this condition 
depends not upon standing still, 
but rather upon growth from year 
to year. With improved technol- 
ogies, new inventions, and a grow- 


ing labor force, both production 
and distribution of goods must 
increase steadily or unemploy- 


ment will increase steadily. 

As a corollary to this, while we 
recognize that there must be some 
minor ups and downs in economic 
activity if enterprise is to retain 
its dynamic character, we can and 
must safeguard our system and 
our institutions from the extreme 
ravages of the traditional business 
cycle. Business and government 
surely agree that we cannot afford 
a depression at home, and that we 
cannot dare to risk one in view of 
our world position. This much is 
essential for the internal preser- 
Vation of our traditional economic 
and political freedoms as well as 
for our world security. So long 
as we retain a reasonable measure 
of economic Opportunity for the 
average citizen. so long as we 
move progressively toward the 
abolition of pressing want and ob- 
vious discrimination, so long as|} 
we continue to achieve the meas- 
ure of economic prosperity and 
growth which our resources and 
skills make so clearly obtainable, 
then there will be no danger what- 
soever that our system of private 


renterprise Or our free institutions 


ficiently understood the true, 
attitude of business. If there is) 


“An address by Dr. Keyserling 
at the Third Meeting of Institute 
of Trade an’ Commerce Protes- 
sions, New York City, April 27, 


1949. 


will be threatened either by dis- | 
cord from within or by any forces | 
from without. 

What Is Required for Stability 


The immensity of the challenge 


to stabilize our economy and to 
promote its growth may better) 
be appreciated by citing a few 


figures. If over the next ten years | 
we can maintain the degree of | 
stability and the rate of economic | 
growth which our resources and | 
our know-how cntitle us to, our 


total national income over the 
decade measured in uniform. dol- 
lars will be about $400 billion 
higher than if we should level off 
at the current rate of production. 
It will be about $800 billion higher 
than if we should go through the 
traditional pattern of boom and 
bust and slow recovery which 
characterized the years from 1929 
to 1939. 

Business and government are 
also in substantial agreement, I 
should say, not only as to the need 
for striving to maintain maximum 
production and employment, but 


also as to the core requirements | 


for this purpose. Despite over- 
refined distinctions and disagree- 
ments among technicians, there is 
more agreement than is commonly 
supposed that this core require- 
ment is to maintain a workable 
relationship in the flow of income 


between those who use it or want 
to invest it for additional pro- 
auction in order to earn still more 
income and those who use it or 
want to use it as consumers for 
the satisfaction of the wants and 
niceties of life. We must look to 
this flow of national income on 
the one hand to stimulate business 
expansion of production capacities 
up to the limits of technical 
' feasibility, and on the other hand 
to provide enough purchasing 
power for consumers in urban and 
rural areas to absorb the full out- 
put. 


Responsibility Mainly with 
Business and Labor 
I think we would all agree that 
the main respensibility for the 
improved treatment of this prob- 
lem of workable economic rela- 
. tionships does not rest with gov- 


ernment. It rests mainly with our 
system of private enterprise, em- 
bracing the action of businessmen, 
workers, farmers and consumers. 
It rests predominantly in the area 
of price and wage policy because 
the adjustment of these two items 
primarily determines whether in- 
vestors—both in the factory and 
in the field—earn enough profits 
to stimulate productive initiative, 
and whether consumers—both in 
the city and in the country—-have 
enough income to buy the prod- 
ucts as rapidly as they are pro- 
duced, 


It is generally acknowledged 
new that wages and prices no 
longer adjust themselves auto- 


matically in accord with the prin- 
ciples which Adam Smith derived 
from his observations of the much 
simpler economy of 175 years ago. 
(Continued on page 38) 
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New York Central Railroad 
Third Equipment Trust of 1949 | 


2*>8% Equipment Trust Certificates 


(Philadelphia Plan) 
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To be guaranteed unconditionally as to payment of the par value and dividends by endorsement 
by The New York Central Railroad Company. 


Priced to yield 1.50% to 2.85%, according to maturity 


and other dealers as may lawful eré 


HALSEY, STUART & CO. Inc. 
A. G. BECKER & CO. 


INCORPORATED 


(INCORPORATED) 


FREEMAN & COMPANY 








subject to authe zation b the Int 


Circular may be obtained in any State in 


THE ILLINOIS COMPANY WM. E. POLLOCK & CO., INC. 


CLAYTON SECURITIES CORPORATION 
McMASTER HUTCHINSON & CO. 
F.S. YANTIS & CO. 





BLAIR & CO., INC. 
HORNBLOWER & WEEKS | 
PHELPS, FENN & CO. 


HAYDEN, MILLER & CO. 


INCORPORATED | 
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“A 


SECURITIES SERIES | 


} 
Prospectus upon request from 
your investment dealer, or from 


NATIONAL SECURITIES & 
RESEARCH CORPORATION 























120 BROADWAY, NEW YORK 5, N. Y. | 




















BuLLock Funbp, Lt». 
DIVIDEND SHARES, INC. 
NATION-WIDE SECuRITIES Co. 





Prospectuses 
available 
om 






Investment 
Dealers or 


CALVIN BULLOCK 
Established 1894 














Manhattan 
ond Fund 





Prospectus from your Investment Dealeror | 
HUGH W. LONG & CO. 


YRPOQRATED 


NEW YORK 5,N Y 


HICAGO 








48 WALL STREET 


> ANGEL 














9 


Keys tone 


£ ustodian 


Certificates of Participation in 
INVESTMENT FUNDS 


investing their capital 


. IN | 
BONDS 
(Series B1-B2-B3-B4) 





Fu nds 





PREFERRED STOCKS 
(Series K1-K2) 


COMMON STOCKS 
(Series S1-S2-S5-S4) 


Prospectus from 
your local investment dealer or 


‘ The Keystone Company 
of Boston 
50 Congress Street 
Boston 9, Massa 





1 
nusetts 




















Mutual Funds 
By HENRY HON =" 
A Plan for the “Middle Class’”’ 


Calvin Bullock has a new “Dividend Thrift Plan’ designed fo) 
the great American “middle class.” Requiring a minimum initial in- 
vestment of $500 and minimum monthly payments of $50, the share- 
holder at his option may reinvest all dividends. An excerpt from 








Lb —— 








| Calvin Bullock’s folder follows: 


“Thrifty Americans recognize the value of regular accumulation 
oi savings for specific needs and purposes. Life insurance for pro- 


| tection, savings bank accounts for emergency cash, and savings clubs 


| for special purposes—these are some of the many ways people save. | 
k ! 


| You receive 


“The savings of the great American ‘middle class’ total billions of 
dollars, not because the average person is able to put aside a large 
4mount of money at any one time, but because he or she has learnea 
that by saving smal! amounts at regular intervals a fund will grow 
‘oc substantial size. 


“So, first in the minds of Americans, where insurance and sav- | 


ings plans are household words, is recognition of the value of sav- 


|'ing small amounts of wages or salary at regular intervals as a pro-| 
as reserves for special purposes | 


lection against the unfcreseen and 
and emergencies. 


“But, hundreds oi thousands of persons also want to share in the | 
profits of American business through ownership of securities offering | 


dividend income and capital increese possibilities. They want tc 
build an investment estate which will share in the growth of Ameri- 
cen business and which affords, through wide diversification of risk, 
the same degree of investment protection enjoyed by many wealthy 
individuals and institutional investors. 


“The ‘Dividend Thrift Plan’ offers this opportunity to the investor | 


of moderate means (1) by providing a new and convenient voluntary 
security purchase plan requiring a small initial payment and regular 
monthly payments thereafter and (2) by affording the opportunity to 
own shares in Dividend Shares, Inc., which will invest the funds and 
employ the principles of diversification of risk and constant super- 


' vision required for the protection of his investment estate.” 


A Primer on Bonds and Stocks 
“When you buy a bond, you are lending money (with security) 
to the company which promises to pay a definite amount back to you 
on some date in the future. Meanwhile, you collect fixed interest— 


/ no more, no less. Of course, you can aiso sell the bond at any time. 


When you buy a stock, you buy a part ownership in the com- 
pany. As an owner, you shere in the company’s fertunes, good or bad. 
“dividends,” which depend on how much the company 
earns, and the value of your stock can increase or decrease. 

“The difference between the two is simple. If a man borrows a 


' hundred dollars from you to start a hot-dog stand, his business may 


grow into the largest restaurant in the world or he may fold up in 
a month. In either case, he owes you £100 plus interest—no more, 
no less. And if you have security for your loan, you'll collect re- 
gardless. This is the idea of a bond. 

“But if your friend sells you a quarter ownership in his hot-dog 
stand, then you can make a lot of money or lose your hundred de- 
pending on how he makes out. This is the idea of a stock. 

“Naturally, when you buy a bond you buy the debt of a huge 
company rather than a little store—that is, you do if you buy a 
bond listed on one of the leading Exchanges. And when you buy a 
listed stock or many of them, you buy part ownership in one or more 
of the great railroad or steel or automobile or other large companies. 

“Sometimes it is better tc lend your money, and sometimes it is 
wiser to own a small part of the companies. The safest policy is to 
Go both at all times, but to own more at times end to let the com- 
panies owe you more at other times. 

“It is not always easy to tell when it is wiser to do one or the 


other. In fact, even to undertake it calls for full-time professional 


| management. 


And to obtain such professionai management, you 


‘either must be very wealthy yourself or join with others in an 





cxisting mutual enterprise which uses professiona] management.” 


—From a recent folder issued by Distributors Group. 


Mr. Parker Comments 


In his quarterly report to stockholders, William A. Parker, 
President of Incorporated Investors has the foilowing to say: 
“In our most recent report we stated that 1548 was the year in 


which the postwar inflationary upsurge was halted by counter-bal- | 


ancing tendencies. It now appeers that in 1949 the price maladjust- 
ments generated during the boom are being corrected and that prices 
have already declined in a great many lines. Consumers have shown 
resistance to the purchase of goods at the levels prevailing towards 
the end of 1948, but seem willing to buy when prices are lowered. 
The liquid savings of the American people and their high personal 
incomes justify—and will probably generate—much larger consumer 
expenditures. 

“During the current period of adjustment and uncertainty, em- 
ployment and production remain at surprisingly high levels and it 
is probable that, despite further adjustments in the price level that 
may take place, the year as a whole will be relatively good in em- 
ployment, earnings and dividends. 

“It is well for the investor to bear in mind that stock prices 
as measured by the Dow-Jones Industria] Average are at just about 
the same levels as they were in the fall of 1946. And yet in the mean- 
time general prices, wages, earnings and dividends have increased 
very substantially. In other words, stock prices at no time auring 
this period rose to levels commensurate with the business activity, 


rrofits and dividends then current. Your management therefore stili | 
believes that a fully invested position in common stocks is desirable. | 


“A recent feature of the investment business of interest to our 
stockholders is the number of well-known brokerage houses which 
have set up special Gepartments and are using advertisements to bring 
the shares of investment companies to the attention of their cus- 


| tomers. Although the American public hes already invested $1%2z 


billion in the shares of open-end investment companies, such as In- 
corporated Investors, there are still a great many persons who need 
the advantages investment companies olfer.”’ 


“We Don’t SELL Mutual Funds— 
We BUY Them for Our Customers” 


The above caption was the gist of the remarks recently made 
by the head of a retail firm which, for many years, has done a large 
business in mutual fund shares and is near the top of the list of 
consistent procucers of Putnam Fund sales. This firm’s experience, 
its record, provide another interesting “Portrait of a Producer.” 

When we asked this man, “How and why have you and your 
associates sold The Putnam Fund for so many years?” his first re- 
mark was—‘We don’t sell The Putnam Fund—we buy it for our 
customers.” Here, obviously, was an unusual twist—a aifferent slant 
—on doing business. Since he’s one of the old school of financial 
men, his words are worth listening to. 

“In building our business we follow one basic policy. We believe 
that in order to handle successfully the investment affairs of our 
customers, we should, first of all, try to be competent investors our- 
selves. Then we must be able to comprehend precisely the investment 
_needs of our clients—see them in relaticn to the whole family pic- 
_ture. It is essential, too, that we know how problems are being 
solved by wiser heads than ours. Finally—and this is important— 
we must realize our own limitations and know how and when we 
must secure help so that, in turn, we can help our customers. 

“Although in the trade we are known as salesmen, we think of 
ourselves as professional men. And when we prescribe an invest- 
ment remedy—we frequently must ask others to {ill the prescription. 

“It was because of this latter point that we became interested in 
mutual funds. Here was a practical method whereby we could have 
somebody else give us a lift in providing for our customers what. in 
many cases, we could provide ourselves at a reasonable profit.” 
—From “The Putnam Letter.” 


“Affiliated” Hits $85,000,000 

Including bank loans of $20,000.000, Lord, Abbett’s Affiliated 
Fund now has gross assets of approximately $85,000,000, with new 
sales running between $2,000,000 and $3,000,000 per month. 

Arrangements have recently been completed with J. P. Morgan 
& Co. and other lending banks whereby the interest rate on 
berrowed money will be reduced from 212% tu 244% per annum 
for the 12 months beginning June 1, 1949. 


H. R. O'Neil to Direct 
Forum on Investments 


LOS ANGELES, CALIF.—Hu- 


Ite? 
its 


Fund Salesmanship 
Lectures in Transcript 


The New York Institute of Fi- 


known as the 
“Family For- 
um on Invest- 


complete set of three volumes of 
transcripts sells for $5.00. 
The course was given by a team 


nance has published the tran-| bert R. O'Neil, Jr., of Santa 
scripts of lectures given in the| Monica, Calif., investment com- 
course, “Retail Salesmanship of ; pany specialist for Dempsey-Teg- 
Mutual Investment Funds.” The, eler & Co., 
lectures in transcript form total | announces a 
approximately 150 pages and are | series of for- 
published in three volumes. The | ums, to be 
| 








of 10 executives in the mutual in- ments,” com- 
vestment fund field. The lectur- mencing Tues- 
ers brought to the 100 investment day evening, 
business professionals’ enrolled | May 10, at 
different points of view regarding 8:00 p.m., at 
sales techniques in the investment the Riviera 
field. The transcripts contain Country Club. 
many “sales ammunition” para- Ther cu = 
graphs. Among the topics dis- | charge for ad- 


mission and 
the meeting is 
open to every- 
/one. Mr. Fred H. Denison, of 
| Brentwood Park, who has been 
associated with Calvin Bullock & 
Co. for 25 years, will be the first 
guest speaker. Calvin Bullock & 
Co., established in 1894, is the old- 
est firm managing investment 
funds. The subject of Mr. Deni- 
son’s talk will be, “Investments 
for Everyone.” 

The objective of the forum is 


cussed were: 

Building a prospect list; Plan- 
ning for an interview; Conducting 
an interview; Overcoming objec- 
tions raised; Closing the sale; 
Types of mutual investment 
funds; Selection of funds to fit 
the client’s investment objectives; 
Principles of building a successful 
and satisfying career as an invest- 
ment salesman. 

The team of lecturers was made 
up as follows: Douglas K. Por-| 


Hubert R. O’Neil, Jr. 





teous, Mutual Investment Fund|to provide families in the area 
Sales Manager, Cohu & Co., In-| with this excellent additional 
structor in Charge; Arthur Wies-!|source of information about. in- 
enberger, Partner, Arthur Wies-| vestments. Outstanding indus- 
enberger & Co.; Frank L. Valenta,| trial and investment company 


Vice-President in Charge of Re- 
search & Management, Distribu- 
| tors Group, Inc.; Louis H. White- 
head, Sole Proprietor, Louis H. 
| Whitehead Co.; Howard S. Mc- 
| Nair, Courts & Co., Atlanta, Ga.; 
Hugh Bullock, President, Calvin 
| Bullock; Douglas Laird, Vice- 
| President, National Securities & 
Research Corp.; James W. Bridges, 
| Partner, the Keystone Co. of Bos- 
| ton; Vernon S. Vivian, Vice- 
| President, Hugh W. Long & Co., 
Inc.; William A. Parker, Presi- 
dent, Incorporated Investors, Bos- 


executives will be guest speakers. 
After their talks, a period will be 
set aside for questions and 
answers. This program is in 
keeping with the national policy 
of the New York Stock Exchange 
'and the National Association of 
Securities Dealers, of fully in- 
forming the people about stocks. 

$$$ 

J 

‘Wall St. Riders Open 


‘Qutdoor Season 








ton, The Wall Street Riding Club be- 
See sr car ‘gins its fourteenth outdoor ride 
season on Sunday, May 8, with a 

Goffe-Carkener Adds Two | ride in Central Park, followed by 
(Special to THe Francia Cxrontcie) lunch at the Tavern-on-the- 
OMAHA, NEB.—Murray R. Pe-| Green. The club’s indoor season 


'tersen and Beverly N. Wilcox have|ended on Friday, April 29, with 
ioined the staff of Goffe & Carke-|a music ride and buffet supper at 
ner, Inc., Board of Trade Building,| the ride headquarters, Split Rock 
Kansas City, Mo. Academy in Pelham. 
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Dangerof Premature Convertibility International Financial Problems of Our Economy 
Of Intra-European Currency 


By PAUL EINZIG 


Commenting on pressure for larger degree of convertibility of 

sterling, Dr. Einzig points out danger continental countries will do 

utinost to use and abuse any new convertibility arrangement in order 

to secure dollars. Warns premature resort to intra-European cur- 

rency convertibility, before real values of national currencies are 
tested, may be fatal to European reconstruction. 

LONDCN, ENGLAND.—Once more, as in 1946-47, pressure is 
brought to pear on the British Government to agree to the applica- 
tion of a high degree of convertibility of sterling. This time, it is true, 
Britain is not pressed to make the pound convertible into dollars, 


except in so 
far as _ there 
are net import 
surpluses. Nor 
is Britain ex- 
pected to 
plunge into 
convertibility 
unilaterally. 
The idea 
that there 
should be free 
convertibility 


is 


of currencies 
as between the 
Western Eu- 
ropean coun- 
tries. An un- Dr. Paul Einzig 
official Eu- 


ropean economic conference held 
recently in London passed a reso- 
lution to the effect that the par- 
ticipating countries should adjust 
their currencies and then adopt 
intra-EFuropean_ convertibility. 
Washington views the scheme with 


favor, and many British experts, 
too, are supporting it. Most of 


these experts are only just emerg- 
ing from the cloud under which 
they came in 1947 when their 
prophecies about the smooth work- 
ing of convertibility proved to be 
hopelessly wrong. Human mem- 
ory is short, and the prophets are 
apparently once more ready to 
gamble with their reputation. 


Admittedly the risk at present, 


is not so grave as it was when 
these experts urged the 
tion of the convertibility of ster- 
ling in 1947. In the meantime 
progress has admittedly been made 
towards consolidation. Britain’s 
balance of payments, though far 
from satisfactory, has improved 


considerably, and conditions have | 


undoubtedly improved also. in 
Western European countries. 
Moreover, the Marshall Plan is in 
operation, with the purpose of 
covering the greater part of the 
European dollar deficits. Even so, 
the factors responsible for the 
failure of sterling convertibility 
two years ago would not be absent 
in case of a repetition of the ex- 
periment. 

The basic factor 
wide scarcity of dollars. 
Most Western 


scarce. European 


countries have depleted their gold | 
reserves bevond danger point, and | 


are anxious to secure dollars for 
purchases outside the Marsnall 
Plan. For this reason, their gov- 
ernments would their utmost 
to and abuse any new 
vertibility arrangement for 
purpose of securing the maximum 
of dollars, by fair means or 
foul. Even under the existing ar- 
rangements of limited 
bility several continental govern- 
ments have resorted 
practices in order to gain dollars 
at Britain’s expense. Volumes 
could be written 


do 
use 


restora- 


@ 





is the world-| 
In spite | 
of Marshall aid. dollars are very | 


con- | 
the | 


by | 
converti-| 


to dubious | 


about the cun-)| 


ning devices applied to that end’ 
during the last two years. Should| 


convertibility be extended before | 


the scarcity of dollars is effec-! 
tively relieved it would only, 
mean that Britain and_ possibly 


one or two other countries would 


be landed with the burden of fi- 
nancing the dollar deficits of other 





Y 


collar deficits. 
So long as continental govern- 
ments are in urgent need of dol- 


'to secure it with the aid of un- 
| scrupulous methods. Any exten- 


‘sion of the degree of convertibility 


in- 
the 


merely 
and 


in force 


temptation 


at 


|} creases 


present 
the 


fF opportunity for resorting to such 
‘methods. The employment of de- 


vices such as those employed by 
Belgium 
gold from Britain by buying up 
the sterling balances of third 
countries, or by France by re- 
selling to the United States Aus- 
tralian wool and skins imported 
on the condition that it would be 
used within the domestic econ- 
omy, is bound to cause bitter feel- 
ing and is, in the long run, detri- 
inental to intra-European co-oper- 
ation. Moreover, to the extent to 
which it benefits the countries 
that abuse the convertibility fa- 
cilities it tends to weaken Britain’s 
position, so that on balance West- 
ern Europe stands to gain nothing 
even in the short run. 


Those in favor of convertibility | 


argue that, once the exchange par- 
ities have been readjusted, it 
would be safe to resort to con- 
vertibility, for the balance of pay- 
ments of countries which would 
devalue their currencies would 
improve. This view is based on 
two assumptions. The one is that 
the statesmen and experts con- 
cerned are in a position to guess 
the correct “equilibrium” ex- 
change rate. The other is that a 
devaluation would in existing cir- 
cumstances increase the volume of 
exports to a sufficient extent to 
make up for the decline of the 
proceeds per unit. Both are rather 
bold assumptions. 

During the postwar years most 
European countries devalued their 
currencies, some of them several 
times. Each time it was hoped 
that the new parity would be the 
‘right one. Each time these hopes 
|'failed to become confirmed by 
subsequent experience. It is true, 
conditions are now more settled. 
Even so it remains most difficult 
to guess the correct parity. Some 
guess must be made, it is true.! 
But it would be risky to accept 
that guess as the basis for con-| 
vertibility. For if the guess should 
prove to be once more wrong then | 
some countries are bound to pay 
|a heavy price for it if they agree 
10 convertibility on the basis of | 
the new experimental parities. 

If the governments concerned | 
listen to the dictates of caution 
‘they would insist that the exten- | 
sion of convertibility must be pre-| 
ceded by an experimental period | 
during which it could be ascer-! 
tained whether the new parities | 
‘could ensure qa reasonable degree 
of equilibrium. It would be fatal | 
to expose European reconstruction | 
to another grave setback through | 
another premature experiment in| 


convertibility. 


| 


idineainaninsil 


With E. E. Henkle Co. 





(Special to Tue FIriNnaNnciaL CHRONICLE) 
LINCOLN, NEB. — Edward A. 
Kemist has become _ associated 


with E. E. Henkle Investment Co.. 
Federal Securities Building. 


countries in addition to their own | 


‘lars there remains the temptation | 


in order to secure more | 


By M.S. SZYMCZAK* ; 


Member, Board of Governors, The Federal Reserve System 


Noting sharp reduction in our export surplus, Federal Reserve Board Governor says it indicates reha- 
bilitation abroad and should be welcomed, but warns trend might have undesirable consequences on 
domestic economy through shifts in character of exports. Points out world trade must aim not only to 


accomplish equilibrium but, in addition, a higher level of transactions. Looks for trade equilibrium by 
1952, and warns world trade organizations will work successfully only if international economic prob- 
lems are solved in way to expand and not restrict commerce. 


In cur international as well as in our domestic economy we are witnessing a readjust- 
ment from deficit to surplus conditions. This readjustment is an aftermath of our inflation- 
ary postwar boom. Crippling bottlenecks in production and annoying scarcities of consu- 


mers’ goods® 


have now 
largely disap- 
peared. The 
problem we 


front is one of 
hign level of 
economic 
tivity without 
the quesiion- 
able 


supports. 

In the do- 
mestic field, 
the readjusi- 
ment has been 





M. S. Szymczak 





currently con-| 


sustaining aj 


ace} 


benefit | 
of inflationary | 


reflected in a softening of prices, | 


a slight decline in industrial pro- 
| duction, and some increase in un- 
employment. The backlog demand 
of the immediate postwar period 
has largely spent its force. The 


decrease in consumers’ incomes; declined by $5 billion, from $11.3 
may be essential to avoid accumu-) billion in 1947 to $6.3 billion in 
lation of supplies in excess of ef-| 1948. 
fective demand. | This decline becomes even more 
In the international field, read-| significant when we consider that 
justment is indicated by a sharp! it took place despite an increase 
reduction in our export surplus. in our average price level of about 
During the early postwar period!9%. In terms of volume—that is 
the problem of backlog demand! to say, in terms of constant prices 
had been much more acute than, —Our exports of commodities de- 
in the United States; in countries clined by gbout 18% and our im- 
more directly affected by the war,| ports increased by about 13%. 
goods had been far more scarce| Should similar changes occur in 
and a suificiently large and rapid| 1949, our export surplus would 
increase in production was far| virtually disappear. 
more difficult to achieve. Foreiga|! The most important single factor 
countries were anxious, therefore,| influencing our international eco- 
to receive any amount of exports,| nomic relations in 1948 was the 
but were unable to supply their! recovery progress in Western Eu- 
former customers with corre-| rope. Countries in this area re- 
sponding quantities of imports. In| ceived in 1948 about one-third of 
1948, however, the output of many | our total commodity exports. Pro- 
war-devastated countries rose | duction in most countries which 
sufficiently to make it possible|/ are members of the Organization 


| 


country’s plant and equipment! 
have been expanded and improved | from the United States with do- 
to meet peacetime needs. Inven-| mestic commodities. and at the 
tory pipelines have been filled.| same time to send_ increasing 
The excess of effective demand| quantities of their products to us 
over available supply at prevail-| as well as to other markets. As 
ing prices and incomes has largely} 4 result, our exports declined and 
|disappeared. Reduction in the| our imports rose. 
level of prices without substantial | In 1948 we exported goods and 
|services valued at $16.8 billion, 
*“An address by Governor Szy-| or $3 billion less than in 1947; on 
mezak before the 53rd Annual!the other hand, we imported goods 
'Convention of the Maryland|and services valued at $10.5 bil- 
Bankers Association, Atlantic} lion, or $2 billion more than in 


for them to replace shipments 





| City, N. J.. May 9, 1949. 1947. Our export surplus thus 


for Eurcpean Economic Coopera- 
tion has now reached or surpassed 
the prewar level. Industrial re- 
construction, hastened by assis- 
tance under the European Recov- 
ery Program, has progressed to 
the point where the most impor- 
tant gaps in the need for capital 
equipment and raw materials have 
been filled. Agricultural rehabil- 
itation, together with U. S. aid, 
has so improved living standards 
that the productivity of labor has 
risen almost to prewar level. As 


(Continued on page 42) 





592,250 Shares 


Common Stock 


Par Value $10 per Share 





$12.50 per share 


the underwriters named in the prospeclus) as 


Dillon, Read & Ce. Inc. 
Auchincloss, Parker &-Redpath 
Folger, Nolan Incorporated 
Ferris & Company Goodwyn & Olds 
Mackall & Coe 





This announcement ts nol an offer of securities for sale or a solicitation of an offer lo buy securities. 


Potomac Electric Power Company 


Transferable subscription warrants evidencing rights to subscribe for these shares are 
being issued by the Company to holders of its Common Stock, which warrants expire at 
3 o'clock P. M., New York Time, May 25, 1949, as is more fully set forth in the pro- 
spectus. Common Stock may be offered by the underwriters as set forth in the prospectus. 


Subscription Price to Warrant Holders 


Copies of the prospectus may be obtained from such of the undersigned (who 
may legally offer 
these securities under applicable securities laws. 


Alex. Brown & Sons 
Johnston, Lemon & Co. 
Robert C. Jones & Co. 


Robinson and Lukens 


May 12, 1949 
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NEWS ABOUT BANKS 





CONSOLIDATIONS 

NEW BRANCHES 
NEW OFFICERS, ETC. AND A KH) 

REVISED 
CAPITALIZATIONS 

The Trustees of the Excelsior , history of the Bank and with their 
Savings Bank, New York, an-_| privileges and responsibilities. 
nounced on One of the highlights of the 
May 9 the booklet is the organization chari 


election of 
Francis § 
Bancroft as 
President. Mr. 
Bancroft suc- 
ceeds Regin- 
ald Roome 
who died on 
April 13, after 
having held 
that office for 
23 years. 

Mr. Bancroft 
is the tenth 
President of 
the bank. He 
has beena 
Trustee since 1930; in 1945 was 
elected First Vice-President and 
since then has devoted his entire 
time to the bank. 

The Excelsior Savings Bank also 
eclebrated its 80th anniversary of 
banking service May 10. It re- 
ceived its cha:ter on May 11, 1869 
with its first location in the his- 
toric Booth’s Theatre Building. 
Sixth Avenue and 23rd Street. In 
1922 it moved to its present ad- 
dress, 221 West 57th Street. Ten 
years ago, on the occasion of its 
70th anniversary, the bank cele- 
brated the completion of a thor- 
ough modernization and renova- 
tion of its building, which stii! 





S. Bancroit 


Francis 


presents its attractive white mar-- | 


ble facade and entirely modern 
banking quarters. 
In order to further meet the 


demands of the community and 
handle its increased deposits, 
which are presently the largest in 


its history, the bank plans to ex- | 


pand its facilities by the erection 
of an additional building adjoin- 


ing to the east on 57th Street. 
thereby doubling the _ present 
quarters. 

Guaranty Trust Company of 


New York announces the appoint- 
ment of Maurice G. St. Germain 
and Joshua G. B. Campbell as 


Joint Managers of its Paris Office, | 


and of Charles F. Brown as Assis- 
tant Manager of that office. All 
three officers have been associ- 
ated with the company for more 
than 25 years, have served in of- 
ficial capacities with the Paris 
Office for many years, and have 
had wide banking experience both 
in the United States and Europe. 


The Corn Exehange Bank 
Trust Company, New York an- 
nounces the appointment of Wil- 
liam A. Frey as Assistant Vice- 
President, and Donald K. Lister 
as Assistant Secretary. 


Richard L. Maloney, Jr., Presi- 
dent of The 
Bank, New York, on 
nounced the release of the Per- 
sonnel Manual entitled “Your 
Key to New York.” 

The booklet is designed to ae- 


quaint newcomers with a brief 





Akron (OChio) Sav. & Loan 
First National Bank 
Beifast, N. Y. 

First National Bank 
Greenville, Miss. 
First National Bank 
West Point, Ga. 


Wayne County Savings 
Honesdale, Pa. 
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NEW YORK 














f | mer 
Bank & Trust Company, having | 


| tion. 


' from $90,000 to $112,500 by sale of 


| Comptroller of the Currency. 


New York Savings: 
May 5 an-| 


departments 
the overali 


tions of individual 
and their relation to 
workings of the Bank. 


Arthur S. Kleeman, President 


of Colonial Trust Company, New 


York, the appoint- 


announces 


' ment of Harold Springer as Trust 


Officer. Mr. 


office 


Springer is a for- 
ot the Continental 


been connected with that institu- 
tion for 18 years. 


Henry S. Kingman, President of | 
the Farmers and Mechanics Sav- | 


ings Bank of Minneapolis, Minn.., 
was elected on May 13 President 
of the National Association of 
Mutual Savings Banks at its 29th 
annual conference being held in 
New York. 

Mr. Kingman is well known in 
savings bank circles and is weil 
cualified to take up the duties of 
his new position. Since 1931, Mr. 
Kingman has helped to shape 


policies of the National Associa- | 


tion and of the mutual savings 
bank system at large as a mem- 
ber of its Council ot Administra- 
During the last year he 
served as Vice-President and a 
member of its executive commit- 
tee. He also has been active in 
the work of the American Bankers 


| Association, serving as President 


of its savings division in 1934. 
Arthur Livingston Kelley, Pres- 
ident of the Providence Institution 
for Savings, Providence, Rhode 
Island, was elected Vice-President. 


The Seamen’s Bank for Sav*es 
New York, celebrated its 120th 
anniversary on May 11, 
first opened its doors on May 11, 
1829. 


The Mahopac National Bank, 
Mahopac, New York, has_ in- 
creased its common capital stock, 
effective April 29, from $60,000 to 
$90,000, by a stock dividend, and 
new stock, according to the May 2 
Bulletin of the Office of the 


Eldon C. Swim, of Malden, 
IMass.. was on May 6 elected Assis- 
tant Auditor of the State Street 
Trust Company, Boston, Mass. 
Mr. Swim has been with the bank 
since 1935, except for the period 
cf his army service in World 
War II. 





The Thempsonville Trust Com- 
pany, Thompsonville, Conn. now 
in its 79th year, joined the Fed- 


eral Reserve System on May 11 
bringing to 335 the number of | 
member banks in the First Fed- 


eral Reserve District. 


The First National Bank of 
Gate City, Virginia, has increased 
its common capital stock, effective 
April 25, from $100,000 to $150,009 | 
by a stock dividend, according to | 
the May 2 Bulletin of the Office 
of the Comptroller of the Cur- 
rency. = 





John H. Klug, Vice-President 
and Cashier, American National 
Bank and Trust Company of Chi- 
cago, was elected to the office of 
President of the Chieago Districi, 
tilinois Bankers Association at its 
annual meeting held May 5, 1949. 
Other officers and members of the 


‘Board of Governors elected are: 


Vice-President—Edward A. Hintz, | 








having | 


moor Bank of Chicago; Treasurer 
—Frank C. Rathje, President, Chi- 
cago City Bank and Trust Com- 
pany and The Mutual National 
Bank of Chicago; Secretary—Mar- 


garet R. Hadley; Board of Gov- 
ernors: E. C. Burmeister, Pres- 
ident, Lake View Trust and 


| Savings Bank; Eugene W. Kasper, 
| President, First National Bank of 


Cicero; William H. Miller, Vice- 
President, City National Bank and 


Trust Company of Chicago, and 
B. J. Schneider, Executive Vice- 


President, The District National 


, | Bank of Chicago. 
which broadly outlines the func- | ; 


The Citizens National Bank in 
Abilene, Texas, has increased its 
common capital siock, effective 
April 26, from $250,000 to $350.- 


600 by a stock dividend and from ' 
$350,000 to $500,000 by sale of new | 


stock, it is learned from the May 2 
Builetin of the Office of 
Comptroller of the Currency. 


James Allison Cozby, Vice- 
President and Cashier of The Fort 
Worth National Bank, Fort Worth, 
Texas, died on May 2. 


J. L. Latimer, President and a 
director of the Magnolia Petro- 
leum Company, has been elected a 
director of the Republic National 
Bank of Dallas, Tex. 


At the special meeting of the 
stockholders of Walker Bank & 


Trust Company, Salt Lake City, | 
Utah, held May 2, 1949, the Ar- | 
ion were! 


ticles of I[ncorporat 


amended, changing the capital 
stock of the company from a limit 
of 15,000 shaves of $100 par value 
to 60,000 shares of $25 par value. 

This amendment now effec- 
tive; and in accordance therewith. 
each share of the old $100 par 
value stock is now equivalent to 
four new shares of $25 par value 
each. 

All outstanding certificates rep- 
resenting old stock should there- 
fore be mailed or delivered to Mr. 
J. B. Christenson, Cashier, Walker 
Bank & Trust Company, 175 South 


is 


| Main Street, Salt Lake City, Utah, 


for the 
value stock 


so the new certificates 
authorized $25 par 
can be issued. 


Allard A. Calkins, President of 


the Anglo California National 
Bank, was appointed on May 5 
President of the San Francisco 


Clearing House Association, 
Francisco, Calif., as successor to 
Carl F. Wente, Senior Vice-Pres- 
ident of the Bank of America, 
who has retired -from office. 

I. W. Hellman, President of the 
Wells Fargo Bank & Union Trust 
Company, was appointed to suc- 
ceed Mr. Calkins in the Viee- 
Presidency of the Clearing House 
Association. 





Bond, Richmar & @o. 
Formed in New York 


Announcement is 
formation of Bond, Richman & 
Co. with offices at 37 Wall 
Street, New York City, to engage 


made of the 


| in a securities business. Principals 
|of the firm are Max Bond, A. B. 


Bramnik, Henry Richman, M. W. 
Shapiro, and irving Wasserman. 
Mr. Shapiro in the past conducted 
his own investment business in 
New York and recently was asso- 
ciated with Luckhurst & Co. Mr. 
Wasserman was also with Luck- 
hurst & Co. in charge of the in- 
vestment department. 
I - 


To Join Shearson, Hammill 


LOS ANGELES, CALIF.—The 
staff of John B. Dunbar & Co. 
will become associated with the 
Los Angeles office of Shearson, 
Hammill & Co., 618 South Spring 


Street, and as of May 16 John B. | 


Dunbar & Co. will discontinue 
business. The branch office which 
the Dunbar firm maintained 
Beverly Hills will be 


Executive Vice-President, South- | by Shearson, Hammill & Co. 


the | 


; one 


San | 


| corporated 


in | 
continued 
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CLEVELAND SECURITY TRADERS ASSOCIATION 
The Cleveland Security Traders Association wiil hold its annual 


summer party at the Kirtland Country Club on Friday, June 17 
, President of the Association 


H. Doerge, 
nounces trat it 
out-of-town dealer 

There will 
June 16. 


the 


guests. 


is 


be a welcoming 


Wm. J. Mericka & Co. 


Association’s aim 


cocktail 


Carl 
an- 


to have a minimum of 10% 


party on the evening of 


SEATTLE SECURITY TRADERS ASSOCIATION 
The Bond Traders Club of Seattle at a meeting held at the Wash- 


ington Atnletic Club on Friday, April 29, 
“SEATTLE 


will now be known 
SOCIATION.” 


as 


the 


changed its official title and 
SECURITY TRADERS AS- 


BOND TRADERS CLUB OF CHICAGO 


The Bond Traders Club of Chicago 
Nordic 
be served. There 
with prizes for each event. 

Upham & Co., is in charge of 


Saturday, June 25, at 
luncheon, and dinner 
horseshoes. and games, 
Donald Muller, Harris, 
ments and entertainment. 
Out-ot-town 
established, put it 


the 
will 


guests 
is 


ere 


welcome. 
xpected it will be around $12.50 per person. 


will hold its summer outing 
Hills Country Club. Breakfast, 
will be golf, soft ball, 


alrrange- 
been 


The fee has as yet not 


SECURITY TRADERS ASSOCIATION OF CONNECTICUT 


The Security Traders Association of Connecticut announce 
its annual summer outing will be held Iriday, 
West Hartford. Conn. Subscription is $8.00. 


panoag Country Club, 
Frank J. Murray, Day, 
Chairman of the outing, 


Stoddard 


Peninsular Tel. Stock 
Offered at $38 Per Sh. 


Peninsular Telephone Co. is of- 
fering to the holders of its com- 
men stock of record May 10, 1949, 
the right to subscribe for 42,448 
aaditional shares of common stock 
at £36 per share on the basis of 
share for each five shares 
held, The offer has been under- 
written by an investment banking 
group jointly headed by Morgan 
Stanley & Co. and Coggeshall & 
Hicks. G. H. Walker & Co. is also 


participating in the underwritin2- 


The subscription rights terminate 


|}on May 24, 1949. 


Concurrently with this offering 
certain 


the company is olfering 

officers and employees the privi- 
lege of subscribing pro rata fo! 
any of the additional shares not 


subscribed for through the exer- 
cise of stockholders’ rights. The 
price to the officer - employee 
group is the same as the price to 
the stockholders. 

Proceeds from the sale 
42.448 shares are to be 
betterment and expansion of the 


of 


company’s plant and facilities. I| 
is estimated that the cost of items | 
approved for construction in 1948 | 


will amount to approximately 
$3,350,000. 


Upon completion of the sale of | 


the additional shares the company 
will have outstanding 254,692 
shares of common stock withcut 
par value. 
180,000 shares of preferred stock 
and $4,701,000 of funded debt. 
The company paid dividends Of 
62'5 cents per share on the com- 
mon stock on Jan. 1 and April 1. 
1949. and has declared dividends 


lof the same amount for each of 
the remaining quarters of 1949. 
Peninsular Telephone Co., in- 


in 1901, operates 
within the State of Florida, serv- 


ing about 79 communities in 10 
| counties located 
| citrus, phosphate and resort area: 


in the industrial, 


Among 
Cc 


on the Florida West Coast. 


the cities served are Tampa, St. | 


Petersburg, Lakeland, Clearwater 
and Sarasota. The company also 
owns toll lines and provides toll 
between all its 
between its ex- 


service of ex- 
changes and 
changes and other telephone com- 
panies in Florida. 

The company’s central 
equipment is completely 


office 
auto- 





the | 
used for) 


Also outstanding are | 





| utilizing 


| one 


'bank trusteeship. 


s that 


June 3, 1949, at Wam- 


& Williams, Inc., New Haven, is 
matic and more than 85% of its 
approximately 286.000 miles ot 
wire is in underground cable. 


Telephone stations served by the 
company at the end of 1948 num- 
bered 125,717 as compared with 
108,729 at the end of 1947. Oper- 
ating revenues for 1948 amounted 
to $7.392,656 and net income 
$1,297,230. 


was 


EEE - 


Announces Use of 
New Formula Plan 


National Securities and Research 
Corporatioa reports on an invest- 
meni t:ming following extensive 
research by Dr. F. R. Macaulay. 
The National Securities and Re- 
search Corporation has announced 


a new formula for investment 
timing which it has developed 
since 1947 
after exten- 
sive research 
has been 
made by Dr. 


Frederick R. 
Macaulay, 
economist 
and statisti- 
cian. Accord- 
ing to the an- 
nouncement, 


the National 
formula in- 
vesting plan 
can also be 
applied to a 
Dr. F. R. Macaulay long - term 
program for 
institutional and individual in- 


vestors whether they wish to buy 


selected stocks and bonds or 


shares in mutual fund. 


Under the investment policy of 


| First Mutual Trust Fund, a con- 


tinuously supervised mutual trust 


‘fund, the management has been 


the National Formula 
Plan since January, 1948. 

National Securities & Research 
Corporation, organized in 1930, is 
of the concerns engaged in 
management underwrit- 
mutual investment funds 
and functioning under 
Its investment 
and Research Department 
rently manages funds in excess of 
$50,000,000. 


the and 


ing of 


created 


cur- 
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What Can a Monetary 
Commission Do? 


By A. M, 


SAKOLSKI 


In commenting on proposals for a Congressional Monetary Com- 


mission to reform the currency, 
introduced in the Senate, Dr. 


as represented in a bill recently 


Sakolski traces briefly history of 


previous efforts along same lines and concludes, despite defects 


in the monetary structure, such 


an inquiry under present political 


and economic conditions will not lead to any drastic reform. 


Recent 
States and to further revise the 
mendations from several sources 


sion be created by Congress to study and report on the subject. 


~@& 
Y 


proposition 
has been sug- 
gested by Mr. 


Winthrop W. 
Aldrich, Mr. 
Ears O. 
Shreve, Presi- 
dent of the 
Champber of 


Commerce of 
the United 
States,'Thomas 
I. Parkinson, 
President of 
the Equitable 
Life Assurance 
Society of the 
wo: SB. and 
others, who 
deplore the defects in our present 
mongrel monetary structure and 
urgently call for remedies. 

In line with this movement, 
Senators Maybank (Dem., S. C.) 
and Tobey (Rep., Nev.) on April 
11 introduced a bill (S. 1559) in 
the Senate for the establishment 
of a bipartisan National Monetary 
Commission to be composed of 18 
members, one-third to be ap- 
pointed by the President, of whom 
three are to be drawn from the 
executive branch of the govern- 
ment and three from private life; 
another third is to be appointed 
by the Vice-President, of whom 
three are to come from the Senate 
and three from private life, and 
the remaining third are to be ap- 
pointed by the Speaker of the 
House of Representatives, also to 
be divided equally from members 
of the House and from private life. 

In view of the usual propen- 
sity of Congress to set up spe- 
cial committees to deal with any 
matter that a member may feel 
requires legislation, it is possible 
that the 81st Congress may grant 
their wish. However, because of 
the result of the recent national 
election, which is taken as a man- 
date to uphold and retain the New 
Deal legislation, the possibility ot 
effecting reversion to the old 





A. M. Sakolski 


a 


gold coin standard or of institut- 
ing fundamental reforms in our 
present limping currency system 


seems somewhat remote. Certain- 
ly, the problem cannot be 
nitely solved without some joint 
international arrangement that 
will lead to greater stability of 
currency throughout the world. 


I 
Monetary investigations and re- 
ports are not novel procedures 
either in this country or abroad. 
Great Britain has had a number 
of them over the last century and 


a half and both France and Ger- | 
from time to time have re-| 


many 
sorted to this method of investi- 
gation, inquiry and recommen- 
dation. In the United States, the 
currency question has been a per- 
ennial debate in and out of Con- 
gress, almost from 


of our national existence, and the | 
halls of Congress have rung with 
the reasoning and _ oratory of | 
statesmen seeking a method to 


establish what has been commonly 
called a “sound currency system.” 
Outside of Congress also, commis- 
sions, organizations, chambers of | 
commerce, and other 
the subject. 


reported on 


consideied the so-called currency 
question from the very beginning | 


of its existence in 1875 and from 


time to time have presented plans 





deti- | 


. ° | 
the beginning | 


self- -ap- | 
pointed groups have discussed and | 
The | 
American Bankers Association has | 


monetary laws has led to recom-| 
that a national monetary commis- 
The 





to Sancti and to the nation for 
| adoption. 


Toward the end of the last cen- 


agitation to restore the gold coin standard in the United | 


{tury the question became upper- | 


|}most in American economic and 
political history, and following the 
|deteat of the Bryan free silver 
| party, definite action was in or- 
der. A convention of a self-styled 
| “National Monetary Commission” 
' was held in Indianapolis early in 
1897 at which 26 states and the 
District of Columbia were rep- 
'resented. After inte: mittent meet- 
ings and adjournments covering 
more than a year, it drew up and 
published a voluminous report, 
which not only set un a nlen of 
monetary reform, but, in addition, 
iurnished a most eiaborate ana 


_drich 


| drich Plan, 


complete compilation of historical | 


and statistical data that had ever 
been up. to that time published in 
the United States. Largely as a 
result of the Commission’s delib- 
erations, Congress on March 14, 
1900 passed the Gold Standard 
Act, but as this did not remedy 
the evils of monetary instability, 
agitation continued for more 
drastic revision of the monetary 
system. This. agitation was 
brought to a climax by the so- 
called Money Panic of 1907. 
consequent determination of the 
nation’s financial leaders, led by 
the Chamber of Commerce of the 
State of New York, to have estab- 
lished in the United States 
sound, stable and elastic currency 
system, which would prevent the 
recurrence of the 1907 economic 
disaster, was soon to result in 
some definite Congressional move 
in that direction. 


It 


The outcome of this movement 
was the creation by Congress by 
an Act approved May 30, 1908 of 
a Congressional National Mone- 
tary Commission. Section 18 of 
the Act gave authority and in- 
struction to the Commission as 
follows: 

“It shall be the duty of this 
Commission to inquire into and 
report to Congress, at the earliest 
date practical, what changes are 
necessary or desirable in the mon- 
etary system of the United States 
or in the laws relating to banking 
and currency and for this purpose 
they are authorized to sit during 
the sessions or recess of Congress 


5 
a 


_issued the Commission’s relatively 


| proposed 


into the pockets of assisting and | their assistants is, in some re- | pointed out by Edwin Cannon, 


collaborating economists as well|spects, a hidden scandal. The| 
as others considerable amounts of | principles of central banking had | 
the Federal taxpayers money. | already been discussed and were 
When, finally, Chairman Aldrich well known to economists, states- 
men and bankers before the Mon- | 
etary Commission was appointed, 
so that its elaborate studies 


brief Jan. 9, 1912, he 
the establishment of a 


central bank, such as the Bank of | 


report on 


|England, but more particularly | 

;resembling the Reichsbank of| members or the public,—was in a 

|Germany. This was to be known! way a waste of casbic funds. Its | 

as “The National Reserve Asso- services could have been per- 

ciation.” formed more economically and 
Without going into the details; With more efficiency. Its pro-| 


lof this so-called “Aldrich Plan” | tracted deliberations probably de- 
-and the story of the vehement ar-|/ayed rather than hastened the 
'guments and propaganda of both | needed reform. 

its supporters and opponents, lll 

mention need only be made that | 


Great Britain furnishes another 
example in which elaborate legis- 
lative studies have been made of 
currency and other questions, but 
the British have been more direct 
in obtaining their objectives and 
have for the most part, restricted 
their inquiries to testimony of 
bankers and experts. Perhaps 
the best illustration of the work- | 
ings and effects of such a pro- 
cedure is the parliamentary in- | 
' vestigation which led to the pub- 
| lication of the world’s 
monetary ‘ document, the so-called 

“Bullion. Report of 1810.” This, 
report was made by a select com- | 
mittee of the House of Commons, | 


the scheme was not adopted by 
Congress and failed to receive | 
general ‘public enthusiasm. A rift | 
in the Republican Party resulted | 
in the election of Woodrow Wil- 
son as President in the fall of 
1912. Asa result, the new Demo- 
cratic majority in Congress, not 
wishing to sponsor a Republican 
Party measure, revised the Al- 
Plan considerably and 
passed an Act establishing the 
present Federal Reserve System 
on Dec. 23, 1913. 

It can be said that, despite the 
rejection by Congress of the Al- 
which proposed a sin- 


most famous | 


gle central bank instead of sev-| . Vy: i 
oer | which Henr hornton and| 
eral district reserve banks, the |! Whic enry Tho eth ane 
work of the National Monetary | Francis Turner, two renowned | 
Commission was of some value in | economists and statesmen, were 
ey : 4 “ | members. 


putting into effect the principles | 


originally found in the Federal| The Committee was appointed | 
Reserve System. But the author’ “to inquire into the cause of the 
or auttcrs of the Federal Re-| high price of gold bullion and to | 


and | vertibility 
publications,—most of which were! notes 


|rency system. 


Professor of Political Economy in 
| the University of London in 1919, 
‘it is quite probable the directors 
of the Bank of England would 
have followed a policy at a pro- 
'pitious time to restore the con- 
of Bank of England 


after due preparations, if 


probably never read by its own | the British Treasury approved. 


Undoubtedly the Bullion Report, 
like the Aldrich Report of the Na- 


| tional Monetary Commission had 


a great educational influence and 
helped to shape an improved cur- 
But whether either 
of these documents resulted di- 
rectly in bringing about the re- 
forms ascribed to them, or were 
the immediate basis of making 
the reforms is somewhat doubtful. 
Monetary and other legislation 
arises more from conditions to be 
faced than from theories to be 
followed. It is designed in most 
cases to fit in with a definite en- 


| vironment rather than to comply 


with set principles. 


Otis & Go. Underwrites 
‘Indianapolis Power & 


Light Co. Offering 


The Indianapolis Power & Light 
Co. is offering for subscription by 
its common stockholders of record 
May 11 rights to subscribe for 


| 107, 226 additional common shares 
-ut $25.0994 per share in the ratio 
} of 


one new share for each 10 
shares held. Rights expire 3 p.m. 
(EST) May 25. Otis & Co. have 


serve Ac® of 1913—(and there has|take into consideration the ogo} underwritten the offering. 
'been a heated controversy as to|Of the circulating medium and of 


/who were the real instigators 


| junket trips to almost all corners, then, 


at such times and places as they | 


may deem desirable, to send 
| persons and papers, to administer 


for | 


|oaths, to summon and compel the | 


}attendance of witness The | 
Committee shal] have the power, | 
through subcommittees or other-| 


| wise, 

make such investigations and ex- 
|aminations, in this or other coun- 
| tries on the subjects committed to 
| their charee as they 
necessary.” 

The Commission 
nine Senators 
tatives, and was headed by Sen- 
| ator 
Island as its Chairman. 
| almost four years in deliberations, 
hearings, junket trips, and 
|guments, and, in addition, pub- 
lished upwards of 38 pretentious 
volumes, 


to examine witnesses and to | 


shall deem | 


consisted of | 
and nine Represen- | 


Nelson W. Aldrich of Rhode | 
It spent | 


| 
ar- | 


some of which had little | 


bearing on currency or banking | 
topics or merely constituted a 
reprint or rehash of previously | 
published works. All this data | 


may have had an educational and | 


| beneficial influence. but 


it put! 


| pretended they have paid little at- | 


The | 


or | the exchanges between Great | 
authors, several claiming this) Britain and foreign parts and to | 


credit)--have assumed or at least|Teport the same, with their ob-| 
servations thereupon, from time! 


tention to the National Monetary | to time, to the House.” The report 
Commission's report or any of its| urged the reestablishment of the 


eg map a eget oy A stg on fl gold standard in England, i.e. the 
H. Parker Willis and several|restoration of the convertibility 


others who acted as monetary and|of Bank of England notes, which 
banking experts, ever really read | convertibility had ceased in 1797, 
the Aldrich Report or many of | 
its voluminous volumes and other | 
data. The legislation establishing 
in the United States a central | 


as well as other 


rency reforms. But Parliament, 





G. C. Hollister Dies 


George Clay Hollister died ai 
his home at the age of 77 after 
long illness. Mr. Hollister was a 
former governor of the New York 
Stock Exchange and later con- 
ducted an investment counselor 
business in New York City until 
‘his retirement in 1947. 





a 


banking and cur- | 





due largely to the opposition of ‘Harold G. Barlow Joins 


banking system undoubtedly could | | powerful political and mercantile Thomson & McKinron 


and would have been enacted:-ha 
there never been a National Mon- 
etary Commission. The liberality 
of the Commission in dispensing | 
public funds and in affording | 


| interests, took no action on it. 
until 1821, 11 vears after the Bul- 
‘lion Report was issued, were the | 
recommendations adopted, and 
not to the extent as con- 
of the globe to its members and tained in the report. Moreover, 


Not 


(Special to THE FINANCIAL CHRONICLE) 


OSHKOSH, WIS. — Harold G 
Barlow has become associated 
with Thomson & McKinnon, Firs? 
National Bank Building. He was 


as previously with Loewi & Co. 
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Ty) nnouncement ( J/ora st fol j / = 
¥. On ¢ ae 0 /; / 
$10,000,006 | 
Potomac Electric Power Com pany 
First Mortgage Bonds, 2's% Series due 19&- 
Dated May 1, 1949 Due M : 1. 1984 
»| 
Price 101%% and accrued interesié | 
The Prospectus may be obtained in any State in which this announcement is circulated from only such 
if the undersigned and other dealer J as may lacful, offer these securities in such Stale, 
if 
HALSEY, STUART & CO. inc | 
OTIS & CO. THE ROBINSON-HUMPHREY COMPANY BYRD BROTHERS 
(INCORPORATED) 
GREGORY & SON STEIN BROS. & BOYCE THOMAS & COMPANY | 
INCORPORATED 
MULLANEY, WELLS & COMPANY WM.E. POLLOCK & CO., INC. COURTS & CO. 
THOMAS L. HUME SONS ROGER S. PALMER CC. 
INCORPORATED 
May 11, 1949 
—} 
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Dealer-Broker Investment 
Recommendations and Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 























Over - the - Counter Industrial | 
Stock Index — Booklet recording | 
10-year performance of 35 indus- 
trial stocks—National Quotation 
Bureau, Inc., 46 Front Street, New | 
York 4, N. Y. 


Bank Stock Analyzer—Dec. 31, 
1949 — Comparative chart—Geyer 
& Co., Inc., 63 Wall Street, New 
York 5, N. Y. 


Chicago Transit Authority—New 
circular on the outstanding bonds 
—A.C. Allyn & Co., Inc., 100 West 
Monroe Street, Chicago 3, II. 


Pacific Northwest Industries— 
Seattle First National | 
Bank, Second Avenue and Colum- 
bia Street, Seattie 4, Wash. 





4 


Common Stock Program for In- 
vesters—List to assist investors in 
revising their portfolios—G. H. 
Walker & Co., 1 Wall Street, New 
York 5, N. Y. 


Possibilities—Discussion of cur- | 
rent market fluctuations—Cohu & | 
Co., 1 Wall Street, New York 5, 
uN. 2. 





Defensive Opportunities—Study 
—In the current issue of ‘“Fort- 
nightly Market and Business Sur- 
vey’"—E. F. Hutton & Co., 61 
Broadway, New York 6, N. Y. 


Representative Canadian Com- 
mon Stocks—Tabulation of Cana- | 
dien issues with brief particulars 
of recent earnings and prices 
A. E. Ames & Co., Inc., 2 Wall | 
Street, New York 5, N. Y. 





Dividends for More Than a 
Decade—List of New York Curb 
common stock issues with long | 
dividend records—New York Curb | 
Exchange, 86 somaity Place, New | 
York 6, N. Y. 





Retail Salesmanship of Mutual 
Funds — Transcripts of lectures 
given at the New York Institute 


Economic Recovery of Europe | 0f Finance—In three volumes— 
and = alg meme” ag effect upon gov- | $5.00—New York Institute of Fi- 
ernment bonds of Great Britain,! pance 20 Broad Street. New York 
Belgium, Sweden, Netherlands, they ot Y i ieianeiiiat le 
Norway and Denmark — New|” *: *: 
study—Zippin & Co., 208 South La | 
Salle Street, Chicago 4, Ill. 





' Six Attractive Stocks—Data on 
|Barber Oil, Shell Union Oil, 
Gold Stocks—Analysis — Good- Sutherland Paper Co., A. E. Staley 
body & Co., 115 Broadway, New | mfg., Middle South Corp., and 
York 6, N. Y. pew- " ' ' 

. ; | United Gas Corp.—Newburger & 

Also available is a study of the Co. 1942 Walnut Street. Phil: 
Steel industry, and of Republic Ry agi — etic. — 
Natural Gas Co. delphia 7, Pa. 
i i * 
} 


New York City Bank Stocks—_ 





Amalgamated Sugar—Analysis 


March 31 of 19 bank stocks—Cir-| South Main Street, Salt Lake 
cular—Laird, Bissell & Meeds, 120 | | City 1, Utah. 





Broadway, New York 5, N. Y. 

— Atok-Big Wedge Mining Co.- 
Circular—Bacon & Co., 256 Mont- 
'gomery Street, San Francisco 4, 


“Of the People, by the People, 
for the People’—107-page book 


describing the merits of tax-se-| Calif. 
cured and revenue-secured bonds —_— 
—John Nuveen & Co., 135 South! Central Public Utility Corp.— | 


La Salle Street, Chicago 3, Ill. ‘Card Memorandum—F. S. Yantis. 


'— Analysis — Eastman, 


& Co., 
Chicago 3, 


135 South La Salle Street, 
Il. 


Chicago, Milwaukee, St. Paul & | 


Pacific compared with Chicago & 


Northwestern — Vilas & Hickey, | 5°" 


49 Wall Street, New York 5, N. Y. 

Also available is a leaflet of | 
Railroad Developments of the 
week. 


Cooper-Bessemer Corp.—Memo- | 


randum—A. M. Kidder & Co., 


1 Wall Street, New York 5, N. Y. |New York 5, N. Y. 


Derby Gas & Electric oa dee| 


alysis—Ira Haupt & Co., 111 


| Broadway, New York 6, N. Y. 


Electric Bond & Share Co.—Cir- | 
25 Broad | St. 


cular—Hirsch & Co., 


Street, New York 4, N. Y. 





Federal Enterprises, a 
cular—Swift, Henke & Co., 135) 
South La Salle Street, Chicago 3, 
Illinois. 


Fernandina Port Authority, Fla. 
4% 
Circular—Allen & Company, 
Broad Street, New York 4, N. Y. 





| Food Fair Stores, Circular 
—Sutro Bros. & Co., 120 Broad- 
way, New York 5, N.Y. 


General Portland Cement Co.— 
Analysis—J. R. Williston & Co., 
115 Broadway, New York 6, N.Y. 

Hearst 
tions, Inc. — Analysis — Straus & 
Blosser, 135 South La Salle Street. 
Chicage 3, Il. 


Household Finance Corporation 
-Annual report—Household Fi- 
nance Corporation, Chicago, III. 


Inland Steel Co.— Circular — 
Auchincloss, Parker & Redpath. 
52 Wall Street, New York 5, N.Y. 

Kansas City Southern Railway 
Dillon & 
Co., 15 Broad Street, New York 5, 
N.. x. 

Also available is an analysis of 
Beryllium Corporation. 


Langendorf United Bakeries, Inc. 
Analysis—For dealers only—Wal- 
ston, Hoffman & Goodwin, 265 














This advertisement appears as a matter of record only and is u 
an offering of these securities for sale, orasas 


The 


construed as 


buy any of such securities. offering is nade only 


107,226 Shares 


Common Stock 








it may lawfully offer 


which 


OTIS & CO. 


in 


in any State 














Indianapolis Power & Light Company 


Warrants evidencing rights to subscribe for these shares are being issued by 
the Company to hoiders ef its Common Stock, which Warrants will expire | 
| at 3:00 P.M., Eastern Standard Time, May 25, 1949, as set forth in the 
Prospectus. 
er >: | 
| Subscription Price to Warrant Holders | 
ss 
$25.0994 per Share | 
Prior to the expiration ot the subscription offer, Otis & Co. may offer and 
‘ ¢ : ‘ e e ‘ cs Pp ae | 

sell Common Stock at the price or prices and within the hmits set forth in 
| the Prospectus. 
4 

Copies of the Prospe ctus may be obtained from the unde rsigned 


the 





nder no circumstances to be 
olicitation of an offer to 


by the Prospectus. 


securities. | 








Toll Road Revenue Bonds— | 
30 | 


Consolidated Publica- | 





Square, Boston 9, Mass. 













Montgomery Street, San Fran-|68 William Street, New York 5, 
cisco 4, Calif. N. Y. 
Manhattan Company—Analyti-| Southwestern Public Service 


cal study—Paine, Webber, Jack- 
& Curtis, 25 Broad Street, 
York 4, N.Y. 


Co.—Descriptive Memorandum— 
Rauscher, Pierce & Co., Mercan- 
tile Bank Building, Dallas 1, Tex. 


Also available are descriptive 


New 





_ aiddle South Utilities, _—- memoranda on Gulf Public Serv- 
ia Away. New York 5. N. ¥ ice Co., Southwestern Electric 
| POPS HST, HOW. SHR , M.S. Service Co., El Paso Electrie Com- 
| Missouri Pacific — Circular — pany, Public Service Company of 


New Mexico, Texas Eastern Trans- 
mission Co., Tennessee Gas Trans- 
mission Co., Texas Public Service 


Company, and Arkansas Western 
Gas Company. 


Sutro Bros. & Co., 120 Broadway, 


Oregon Portland Cement—Late 
data—Lerner & Co., 10 Post Office 





Time Incorporated—Analysis— 
William A. Fuller & Co., 209 South 
La Salle Street, Chicago 4, Ti}. 


St. Lawrence Corporation and 
Lawrenee Paper Mills Com- 
oon — — Analys sis — H. M. Gartley, 


Stock Market Stalemate 





| Likely to Be Extended 


(Continued from page 4) 

the “Cemmercial and Financial| mitments in a long list of “shel- 
Chronicie” of Nov. 25, 1948 we)!tered”’ groups such as the golds, 
felt that four observations were|the electric and gas utilities, groc- 
warranted and we summarize;ery chains, drugs and pharma- 
them herewith: ceuticals, tobaccos, finance com- 

(1) The possibility of a further | Panies, certain packaged food 
drastic decline in quotations for | businesses, gum and confection- 


common stocks from current quo-| ry Manufacturers, corn refiners, 
|metal and class containers and a 





tations did net seem likely in the : _ : 
immediate future. Stock prices| ost of high grade consumers 
were resting upon a_ generally | $00ds groups. 

‘irm statistical foundation. (2) The state of business has 


(2) We found it difficult to gen- retrogressed far more than the po- 


erate any marked degree of en- = ee hd Jast 
thusiasm for the prospects of ma-| *@ — “lecuion 
mandates relative to higher 


ierially improved stock prices for 
the near term. Any material ad- 
vance in quotations would mosi 
likely be braked by the large de- 
imand for equity capital. We did 
not know whether tax rates were 
going to be raised in 1949 and if 
they were whether an excess prof- 
its levy would beturn to the sta- 


taxes and labor legislation are ac- 
cordingly impossible of fulfilment. 
The leftward trends which we 
feared in November have in part 
been slowed but not stopped. 
Washington has been more con- 
servative than we thought because 
it feared to be otherwise. 


tute books. (3) As we pointed out earlier 
: in this discussion, we are entering 

3 We ete it . _ ‘ " 2 . ~ , 
(3) We were convinced that the upon a new period of Federal 


outcome of the election had some 
grave long-term significance for 
the status of invested capital in 
the United States. We felt that 
American investors had unexpect- 


budgetary deficits sooner and 
upon a far larger scale than was 
foreseen last November. No change 
in investment policies seems indi- 


; F igre .|cated for the immediate future, 
-_ en Br coh ae eee for the momentum of decline is 
c wide assault upon Melton great to reverse itself for 


private enterprise system, We be- 
lieved that the great mass of peo- 
ple had expressed their desire to 
enjoy “social gains” almost re- 
gardless of their cost. 

(4) We stated, however, that we 
would be willing to revise our 
views in the direction of greater 
optimism under certain conditions, 
including the improvement in the 
overall position of the Western 
World vis-a-vis the Soviets. Most 
of our postwar troubles had had 
their basic origins in the Kremlin. 
A more conservative program on 


some time. Nevertheless, the Fed- 
eral Government faces a fiscal 
dilemma and its financial outlook 
and policies must in the long run 
be of primary concern to investors 
owning marketable securities. 
Insofar as the stock market is 
concerned, there is a good chance 
that the long stalemate which has 
obscured the diverse trend of va- 
rious component groups will be 
further extended, A fair number 
of utilities in both the electric and 
gas classifications should be in 


: es line for dividend increases along 
the domestic front than then| with a handful of “sheltered” in- 
. _ ” | dustrial companies. This type of 


constructive. good news should be greatly over- 
balanced by a larger volume of 
dividend cuts or omissions in 
special instances such as have al- 
ready occurred with respect to 
Armour & Co., St. Joseph Lead, 
National Container and Gimbe! 
Bros. Nevertheless, the great ma- 
jority of sound common. stocks 


should be able to continue pay- 
ing dividends at current rates and 
if we are correct in our opinion, 
the 1946, 1947 and 1948 lows in the 
industrial averages will not be 
broken in 1949. 


Revised Conclusions 


Almost six months have elapsed 
since we expressed these views 
and they seem to have been war- 
ranted in the light of what has} 
since transpired. However, we 
should like to revise, clarify and 
amend them somewhat along the 
following lines: 

(1) Stock quotations, on an 
overall basis have not varied ma- 
terially from their mid-November 
levels. The course of commodity 
prices has been more steeply 
downward and _ business condi- 
tions have deteriorated more rap- 
idly than we had expected. Ac- 
cordingly the shares of affected 
groups such as non-ferrous metals, 
independent motor car manufac- 


turers, toolmakers, accessory com-| Peck & Co., was elected a direc- 
panies, pulp and paper, textiles, 


railroads and many others have tor of Queene Anne Candy Co. 
experienced greater declines than| at the annual meeting of stock- 
the everages. On the contrary, the | holders. Frank S. Torgerson, 
deflation now under way is being! vice-President of Link, Gorman, 
sufficiently cushioned and braked Peck & Co. has been elect#d-a 


by a multitude of factors so that ~. i ; ber oA, 
capital shrinkage may be reduced: director of United States Finish- 
and even largely offset by com- ing Co. 











Appointed 


CHICAGO, ILL.—W. A, Gor- 
man, President of Link, Gorman, 
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By JOHN T. CHIPPENDALE, JR. = 








Heavy selling by the Federal Reserve Banks, together with siz- 
able switches by savings banks from the longer eligibles into the 
taps, is supplying the market with bank obligations. .. . Also, war 
loan calls and the tendency to wait for a short period, until the re- 
funding terms are announced, have curtailed activity in the govern- 
ment bond market. ... Nonetheless, conditions in the money market 
continue to improve and easier credit seems to be in the making, ... 
However, no pronounced movement or trend in either direction is 
looked for until the Treasury makes known what will be offered in 
the mid-year financing... . 

Gossip, rumors and reports as to what will be done in the 
coming operatioi have the market on the anxious seat but there 
seems to be growing support for the opinion that intermediate- 
term eligibles will be prominent in the impending financing... . 
Guesses as to what rate the new securities might carry, when, 
as and if they should be offered to the banks for the June 2s 
range from 114% to 1°, %, take your pick. . .. Nevertheless, the 
1% coupon apvears to be getting most of the attention at this 
time. . 


FURTHER CUT IN RESERVES LIKELY 
Another decrease in reserve requirements is looked for in order 


to fight the forces of deflation as well as to combat unfavorable. 


psychological conditions which are tending to aggravate the read- 
justment. ... Loans will probably recede further, although the rate 
of decline is likely to be less severe than it has been in the last 
four months. Inventories in many instances still have to be 
liquidated and this means pressure on the loan curve... . The demand 
side of the money markets would be further strengthened by the 
continued dewn-trend in loans, which should result in easier credit 
conditions. . . . These developments would have to be favorable to 
the government bond imarket. irrespective of what might be done 
to enhance the supply of eligible Treasury obligations... . 


BROADENING OF “ELIGIBLES” INEVITABLE 


An orderly government bond market has to be taken for granted, 
because the monetary authorities have been very definite in their 
statements and recent actions along these lines. . . . Therefore, an 
addition to the amount of government securities that can be acquired 
by the commercial banks is merely a question of time. . . . How this 
will be done is purely a matter of conjecture, because with the 
monetary authorities uncertainty and surprise seem to be very 
important ard the unexpected generally happens. . . . The altern- 
atives are well known in the money markets, so there is likely to 
be less surprise this time, no matter what they do in the June 
financing... 

Eligible bonds, notes, Savings Bonds and reopening of the 
restricted issues are the tools the powers that be have to work 
with, so it is iust a question of choice as to which of these will 
be used. ... When the decision has been made the market will 
then be in a position to adjust itself to the new developments. ... 


SUGGESTED PATTERN 

Additions to the eligible list through the issuance of market- 
able obligations are considered in most quarters as _the best solu- 
tion of the problem the Treasury is facing... . At 1% % 
eligible imarketable security for maturing issues would meet most 
of the needs of the large and smali commercial banks and should 
have a stabilizing influence upon the government market. .. 

If either or both of the aforementioned obligations were 
offered te holders of the June 2s, there would most likely be 
less buying of the longer eligible bonds, and with the pressure 
off the distant maturities, prices should settle back into a trading 
range, which would mean a-stable market... . 

Since there are other 2s maturing the balance of the year, a 
pattern for future refundings might be established in the mid-year 
operation. .. . If holders of the September and December 2s believe 
they will get similar issues to those offered in June (and the mid- 
year offerings are favorable) there would probably be a smaller 
demand for the longer-term eligibles because it will be just a matter 
ot a few months before they would be able to get issues that would 


fit into their portfolio. ... 


CURRENT MARKET TREND . 

Out-of-town banks with savings deposits are important buyers 
of the longest eligible issues and they have been able to acquire this 
bond without pushing the price up, because of the sizable swaps 
that are being made out of this obligation into the restricted bonds. 
_.. The 2s due 1952/54 have been well taken by the larger deposit 
institutions and these securities are among the most active issues in 
the list. .. . Savings banks are giving more attention to the earlier 
tap bonds, with less funds gceing into the longest maturities at this 
time... 

It is felt that irrespective of what takes place in the June 
refundinz, the shorter ineligibles will still be in a favorable posi- 
tion. ... The 2'4s due 1959/62 continue to be the bellwether of 
the ineligible group with indications that new money is going 
mainly into this security. 


TAXING LIFE COMPANIES SEEN 

It is reported that a new tax formula will evolve soon for the 
life insvrance companies and these concerns will have taxes to pay 
the Treasury for the present year... . Although details of what 
has been guing on are not available it is believed the life insurance. 
companies might become interested in a more substantial way in 
the future in the longer-term, higher-coupon municipal obligations. 

Also. such a development could mean that these institutions 


will be inclined to retain the sniall amounts of the partially- | 
exempis they now own. | 





or a 154% | 


Capital, Jobs and Taxes 


By FRANCIS ADAMS TRUSLOW* 


President, New York Curb Exchange 


Mr. Trusicw, in pointing out dependence of jobs and taxes on capital, emphasizes the importance of dis- 
tinguishing capital from its money yardstick. Says capital, like cotton, must be grown and processed 
before it becomes useful, and stresses value of capital market facilities in pu‘t.ng cap tal to work. 
Cails attention to present decline in public investment and reduced stock exchange transactions despite 
high level of industrial activity and-holds trend dangerous to our economy, threatening both jobs and 


taxable resources. 


It seems to me a sure thing that the modern Atlanta is interested in Capital, Jobs and 
Taxes. ‘They may be unrecognizabie after I drop them; but that will be my fault not theirs. 


|Anyway I shall talk about these three things and their dependence on each other. 


essential to? 
any economy; 
but it is a pe- 
culiarity of 
these triplets 
that the first 
gives birth to 
the second and 
both feed the 
third until the 
third gets out 
of hand and 
smothers 
them. 

I want to 
talk about cap- 





Francis A. Truslow tal, jobs and 
taxes because | 
they are im-| 


portant; but I also have a special | 
'reason for doing so in Georgia.| 
|'This is the home of a United States 
Senator named Walter F. George. 
| Very few men in high office have | 
| waged as courageous a fight as he | 
is waging to keep capital, jobs and | 
taxes in proper balance. 
Capital is a complicated sort of | 
a thing. Hard to establish, de- 
/manding to maintain and diffi-| 
cult to understand. It can’t be} 
| ordered around. If it is, it reacts| 
_by disappearing as fast as a covey | 
of quail. However, if it is man-| 
aged by someone who understands | 
'its power and its limitations, it/| 
|does prodigious feats. On the other 
| hand, we have all seen it turn 
limp in the hands of men who 
| think it is like an oil well or a 
charity bazaar. 
What Is Capital? 
Unfortunately a great many 
| people think that capital is a very 
|simple thing than anyone can as- 





| “An address by Mr. Truslow be- 
fore The Rotary Club of Atlanta 
Atlanta, Ga., April 25, 1949. 


semble and use for any purpose. 
It seems to me that one of the! 
most prevalent reasons why capi- 
tal is misunderstood is that too | 
many think capital is merely mon-} 
ey. Because it is measured in| 
terms of money it has 
money, mere cash, in the thoughts | 


of the average man. If we talk! 
about a bale of cotton there is no} 
misunderstanding of what it is. 


No one confuses a bale of cotton | 
with money, even if they know 
its market value. 

Cotton is cotton and our minds' 
relate it to the fields where it} 
was grown and to the shirts in 
which it ends its days. We think 
of it in terms of what it can be 
used for and of what it is too frail 
to serve. In pods, in bales, in 
threads and in cloth, cotton can be 
converted into money; but that 
doesn’t lead us to treat it like 
money. It remains cotton in our 
minds. 

But this thing capital gets us 
all confused. True, it is many dif- 
ferent things in infinite combina- 
tions, so it is somewhat more com- 
plex than cotton. But cotton too 
is not all the same and the expert 
sees the uses and the limitations 
of the curly strands from Peru, 
the long staple of Egypt and the 
Islands, and the upland fibres of 
Georgia. 

Until we can think of capital 
as hand tools, power machines and 
all sorts of factories and as more 
than these things alone, as an or- 
ganized combination of tools and 


training and a place to use them 
and a purpose for doing so, we 
will misunderstand it and so fail 
to use it to best advantage or ex- 
pect of it what it can’t supply. 


which, for convenience, they meas- 


become | 








It is unfortunate that people 
think of capital as the dollars by} 


All are 


ure it. It is unfortunate because 
it leads to misunderstanding and 
because the very measurement, 
which they substitute for reality, 
is only a rough approximation. 

“Company A’s capital is one mil- 
lion dollars,” we say, “but Com- 
pany B’s capital is two million,’ 
we add. -These statements have 
no real meaning. From them we 
learn nothing about the capital of 
either company. In fact they don’t 
even tell wnich company has the 
larger capital in any real sense. 

We might have said “Company 
A has an efficient factory, fully 
equipped to bottle Coca-Cola, 
which it is doing at a profitable 
price which buyers will pay; but 
Company B is struggling along in 
an obsolete factory producing but- 
ton shoes at a loss—incidentally 
Company A has one million dol- 
lars in the business but B has two 
million tied up.” Here are state- 
ments that tell us something about 
the nature and effectiveness of the 
capital of A and B. They describe 
it as dollar signs can’t. 


Capital Different From Money 


This confusion of capital and its 
money yardstick produces an im- 
pression that capital and money 
are the same. As a result money 
itself is thought of as capital. Cap- 
ital in the form of a busy machine 
is wholly different than capital 
lying in an idle machine, even 
though each machine is carried on 
the books at ten thousand dollars. 
Capital is not the book entry, but 
what lies behind it. In the same 
way ten thousand dollars in cash 
could not procure the busy ma- 

(Continued on page 25) 
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of the undersigned and other dealers as may lawfully offer these securities in such State. 


THOMAS & COMPANY 


Lhe offering 1s made only by the Prospectus. 


$8,000,000 


Indianapolis Power & Light Company 


First Mortgage Bonds, 3% Series, Due 1974 


Price 101.769% and accrued interest 


State in which this announcement 


HALSEY, STUART & CO. INc. 


BEAR, STEARNS & CO. OTIS & CO. R.W.PRESSPRICH & CO. STROUD & COMPANY 


(INCORPORATED) 


WILLIAM BLAIR & COMPANY 


HAROLD E. WOOD & COMPANY 
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MULLANEY, WELLS & COMPANY 
CITY SECURITIES CORPORATION 


to buy these securities. 


Due April 1, 1974 
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Political and economic 


imminent crisis in the field of 


cetermination to preserve at 
cost the elaborate British 
of exchange restrictions and state 
controlled foreign trade shows a 
compiete disregard of the lessons 


demonstrated by recent history. | 
Following World War I the re- 
establishment of sterling at the 
prewar parity marked the com- 


mencement of a painful era of dis- 
inflation, mass unemployment, and 


pressures 
foreign 
that only the stern resolution of Chancellor 
bars the way toward a logical solution of the currency 
ali¢ - 


system | 





- By WILLIAM J. McKAY 


now 


the 
this co 


With 


and 


exc 


natural 


yg 
| Cariadion Securities 

















mounting daily 
nange. It woul 


def icit 

untry. 

the 
products 

critical it 


in tr 


export position of fa 
forestry 


increasingly is 


suggest an 


d appear 


of tne Exchequer Cripps | 
impasse. 


ade with 
rm 
becoming 


now es- 


sential to encourage the inflow of 


U.S. capital funds in order 


set the probable widening 


in the 


account. 


o 


es ae 
The 


to off- 
deficit 


uinadian commercial 
restoration 


of the 


| privilege of registration with the 


| 


loss of foreign trade. Ironically | 
enough the desired goal of ster-| 
ling respectability owas net 


achieved until the inevitable 


forced devaluation in 1931 placed | 


the pound at a level where it once 


more enjoyed universal  con- 
fidence. 
Today it is even more evident | 


that at the present level of $4.03, 
sterling is not only overvalued but 
in view of the current economic 
trend, British export prices at the 
current exchange valuation are 
becoming increasingly unrealistic. 


The April export figures demon- | 


strate that under present condi- 
tions the closing of the gap is 
becoming a task impossible of ac- 
complishmeni. Even these figures 
include exports effected on the 
basis of devreciated transferable 
sterling. Utilization of cheap 
sterling by foreign commercial ar- 
bitrageurs is thus depriving 
members of the sterling area of | 
sales ultimately made 
U. S. dollars. 


The British official case for the} 


against | 
| tion 


| 


FECB 
which 


oi Canadian interi 
was withdrawn 


1al bonds, 
in 1936 


prior to the upward revaluation of 


the Can 
step 


first 


adian dollar, 
in the 


constitutes 
direction 


a 


of the 


attainment of this objective. 


This step however 
to prove 


is 


to be effectiy 


not likely 
e to any 


large degree at the current level 


of the free Canadian dollar. 


When 


the official dollar was revalued to 


par the 


funds 


cal therefore to consider 
measure that 


ural ¢c 


inflow of U. 
ceased abruptly. 


omplementary 


Ss. 
It is logi- 


-apital 


the nat- 


would once mere make investment 


in 


der. 


ing the first 


Canadian 
tractive 
Canadian initiative 
move in the direction 


internal 


on this side of 


bonds at- 


bor- 
mak- 


the 
in 


of foreign exchange realism would 


a 


so c 


sions in other 
doubtedly 


constructive 
fields. 


ause 


repercus- 


It would un- 
precipitate similar 
tion on the part of Sweden, 


ac- 
and 


the chain reaction once set in mo- 


sure 


to bear on ail 


maintenance of the $4.03 pound is | currencies. 


consequently becoming increas- 
ingly hollow. The growing traffic 
in transferable sterling proves in 


practical fasnion that 

British exports move with diffi- 
culty at the official exchange 
level, it is possible to find ready 





markets on the basis of $3.20/$3.40 | 


sterling. These economic facts of 
life are at last receiving recogni- 
tion in the United Kingdom where 
for the first time it is admitted 
that there is at least an “embry- 
onic case’ for sterling devalua- 
tion. 

It is also-enccuraging to 
that the Canadian authorities are 
commencing to take constructive 
steps to mitigate the effects of the | 
adverse turn of the economic tide. 
Recent changes in the Foreign Ex- 
change Control Board regulations 
suggest intent meet the 
situation in the event of the fail- 


tne to 


note | 


Duri 
tle ac 


section 
whereas | the announceiment of the registra- 


ing the week ther 
tivity in 


but the initial 


the external 


would bring intolerable pres- 
y 


ulnerable 


e was lit- 
bond 
effect ot 


tion privilege was a slight hard- 


funds 


ening of the internal bonds. Free 
also strengthened sym- 
their current level 


pathetically: 


however is likely to induce liqui- 
dation of existing recorded bonds, 


the 


scarcity 


value of \ 


vhich has 


been impaired as a result of the 


new 


regulations. 


of 
on 


amendment 
Action 


the 


FECS 


the stock 


markets was mostly on the down- 


side 


| metal 


| 


successive price-cuts. 
on the other 


with 


the paper 


issues still 


hand were 


revived expectations of 


adjustments and the 
displayed 


also 
preva 


iling weak trend. 
Te 


and 
reflecting 
Gold stocks 


resistance i 


base- 


the 


strong on 
currency 


Vestern oils 


the 
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Bavies & Mejia to 
Admit J. J. Lucas 


SAN FRANCISCO, 


John 


J. Lucas will be 


CALIF. 
admitted 


to partnership in Davies & Meiia, 


| Russ 


New 


| Stock 


Lucas 


& C'o. 


'ner in 
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Building, 
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Economic Council Warns on Spending, Taxes 


President’s Economic Advisers suggest “lesser goal” than $4 

billion tax increase, and would ease excises. Would delay increase 
payroll levies and advise cuts in government spending. 

the Coun- 


According to Associated Press dispatches, President's 


cil of Economic Advisers, comprising Doctors Edwin G. Nourse, Leon 
Keyserling and John D. Clark, in a quarterly report recently sub- 
mitted to Mr. Truman cautioned against substantial increases in 





Edwin G. Nourse Leon H. Keyserling John D. Clark 


taxcs and government spending, and 
excise taxes In some cases be eased. 
reported to have recommended: 

(1) teducing those wartime excise taxes which basically affect 
business operations and which produce only a comparatively smal! 
amount of revenue. The 3% levy on air, land and water freight, for 
instance, pyramids costs because it applies anew at each step from 
the mine or mill to the consumer: 

(2) Delaying the provosed increase in the Social Security pay- 
roll tax from July 1, as the Administration proposed, to the sched- 
uled date, next Jan. 1. The levy, shared by workers and employers 
ses business production costs: 

(3) A “lesser goal” than the $4,000,000,000 tax increase 
the President asked in January. 

It is also reported that the Council. 
increased government expenditures by 
public works commitments. 


even suggested that preseni 
Regarding taxes the Council is 


which 


as a group advised against 
launching on series of 


a 





Ganada Eases Rules on Securities Purchases 


According to the Canadian Press, two 
governing trading in Canadian securities by 
announced by the Canadian 

One change will allow a non-resident to register with the board 
any new outright purchases in Canada of Canadian bonds or de- 
bentures, making these securities eligible for subsequent sale in 
Canada or the United States by the non-resident. Previously this 
right has been onlv for non-resident purchases of Canadian stocks 
and shares. 

The change would permit a non-resident making a new invest- 
ment ir Canada in any Canadian security to sell the securities 
at any time either in Canada or the United States. If they are sold 
in Canada, he «vill be able to export the Canadian dollars realized 
and convert them into United States currency through the unofficial 
market. 

The other change made 


changes in regulations 
non-residents have been 
Exchange Control Board. 


in the rules deals with exchanges by 
non-residents of Canadian securities which are not eligible for out- 
right sale in Canada. Previeusly a non-resident investor could ac- 
quire only a security due within three years, or subject to call with- 
in that period, in exchange for a security due to mature or subiect 
to call within the same space. The restriction now has been removed 


in relation to exchanges of non-government securities payable in 
Canadian dollars only. As in the past, securities issued or guaran- 
teed by the Government of Carada or of any province can be ac- 
quired by non-residents only for cash or in exchange for other 


sect witi es of the sz 


SEC Exempls Directors’ and Officers’ Bonus 
and Remuneration Shares From Resale Curbs 


The Securities and Exchange Commission has amended Rule 
X-16B-2 unaer the Securities Exchange Act of 1934 so as to provide 
an exemption from Section 16 (b) of the Act with respect to the 
acquisition of certain equity securities issued to directors and offi- 
cers as a part of their remuneration. A preliminary draft of the pro- 
posed amendment wes published on Feb, 25, 1949. 

Section 16 (b) of the Act provides, in general, that where any 
director or officer of the issuer of a registered security or any bene- 
ficial owner of more than 10% of any class of such security bas real- 


2MNe kind. 


ized a profit from any purchase and sale, or sale and purchase, oi 
any equity security of the issuer within any period of less than six 
months, such profit may be recovered by the issuer. 


»mption »vrovided by the rule is subject to several con- 
ditions Pn wti to limit it to bona fide bonus, profit-sharing and 
similar remuneration plans. These conditions are, stated briefly, 
that the plan must have been approved by security holders; that 
the security must have been acquired solely in consideration of 
services: that the amount of securities acquired by each director or 
officer must have been determined by an independent committee 
of three or more members or by the board of directors; and finally, 
that the exemption is not available unless the amount of funds or 
securities distributed or set aside for a fiscal year pursuant to the 
plan is related to the net profits of the issuer and its subsidiaries 
such year. 

It should be noted that the rule 
respect to the acquisition of convertible securities or 


The ex 


for 
provides no exemption with 
warrants or 
rights 
conversion or through 


he exercise of any option, warrant, or right. 


nor does it apply to the acquisition of any security through | 





IBA Sets Up U.S. 
Says. Bond Groups 


CHICAGO, ILL.—U. S. Savings 
Bond Committees have been set 
up for each of the 17 Groups of 
the Investment Bankers Associa- 
tion of America, according to Hal 
H. Dewar of Dewar, Robertson & 
Pancoast, San Antonio, President 
of the Association. 

The Committees, including a 
Chairman for each state, are part 
of a nationwide organization es- 
tablished to agsist the Treasury 
Department in the forthcoming 
Saving Bond Drive which opens 
May 16 with a quota of $1,040,000,- 
000 Series “E”’ Bonds. A National 
Committee, under the leadership 
of Ewing T. Boles, President, the 
Ohio Co., Columbus, includes the 


following Chairmen of Group 
Committees: 

California: Russell. A. Kent, 
Bank of America, San Francisco. 
Central States: Andrew M. 
Baird, A. G. Becker & Co., Inc., 
Chicago. 

Eastern Pennsylvania: Walter 


A. Schmidt, Schmidt, Poole & Co., 
Philadelphia, 

Michigan: Gerald E. 
Kenower & Co., Detroit. 
Minnesota: Rollin G. Andrews, 
M. Dain & Co., Minneapolis. 
Mississippi Valley: Walter J. 
Creely, Goldman, Sachs & Co., St. 
Louis. 

New 
coe, Jr., 
Boston. 

New York: W. Fenton Johnston 
Smith, Barney & Co., New York 

Northern Ohio: John D. Burge, 
Ball, Burge & Kraus, Cleveland 

Ohio Valley: Marion H. Card- 
well, J. J. B. Hilliard & Son 
Louisville. 

Pacific Northwest: Theodore H 
Wegener, Wegener & Daly, Inc. 
Boise, Idaho. 

Rocky Mountain: 
mons, Sidlo, Simons, 
Co., Denver. 

Southeastern: Joseph W. Sener, 
John C. Legg & Co., Baltimore. 

Southern: James W. Means, 
Courts & Co., Atlanta. 

Southwestern: Russell 
fert, Stern Bros. & Co., 
City, Mo. 

Texas: L. W. Stayart, 
Stayart, Inc., Dallas. 

Western Pennsylvania: 


Miller 


J. 


England: Howard M. Bis- 
Whiting, Weeks & Stubbs 


Burdick Si- 
Roberts & 


E. Sie- 
Kansas 
& 


James 


Fred W. 


Willey, E. H. Rollins & Sons, Inc., 
Pittsburgh. 
The investment bankers have 


planned a three-point program to 
stimulate the purchase of U. S. 
Savings Bonds: 

(1) Enclosure of Treasury De- 
partment literature in all mail- 
ings made by member firms 

(2) Reference to the Savings 
30nd Drive in regular company 
advertising as well as special Sav- 
ings Bond advertisements. 

(3) Solicitation of executives, 
particularly those who emplov 
large numbers of people, to en- 
courage adoption of the payroll 
savings plan. 


King, Quirk & Go. 
Being Formed in NYS 





Announcement is made of the 
formation of the firm of King, 
Quirk & Co., Inc., to be effective 


June 1, 1949. The new firm: will 
specialize in state, municipal and 
public revenue bonds. Officers 
will be Joseph C. Quirk, Presi- 
dent: William P. King, Vice- 
President, and Richard H. Migei, 
Secretary and Treasurer. 

Mr. Quirk has been active for 
many years in the state and mu- 
nicipal bond business. Mr. King 
has been Vice-President of Har- 
ris, Hall & Co., Inc., fer some 
years in charge of municipal bond 
| operations in New York City. Mr. 
Migel has been associated with 
Hemphill, Noyes & Co. Offices of 
the new firm will be at 25 Broad- 
way, New York City. 
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Securities Salesman’s Corner 


By JOHN DUTTON 


| 
| 
| 
| 











| 
J 




















OO —  —— 


Money Madness—Is There a Cure? 


If you were operating a retail store in your town instead of a| 


securities business you would insist that every article vou sold rep- 
resented real value. 
that would held up—vou would be jealous of your reputation as a 


You would sell only good quality merchandise | 


merchent—you would know that the only way that you could con-| 


stanilvy expect repeat husiness is through satisfied customers. This 
is all so obvious that it mardly bears repetition. 

3ut this simple fundamental of business success must be applied 
to the retailing of securities if you are ever going to reach that 
desirable goal when people come in to see you instead of your hav- 
ing to go to see them. During the past year there has been a revival 
of merchandising activity on the part of all of us who are selling 
investments. We are trying to interest the small investor: we are 
trying advertisements in ioreign language papers; we are appealing 
to labor thiough ads in the labor press; we are keeping open one 
or two evenings a week, and we are literally racking our brains out 
to find new and better ways to sell more securities. This is all to 
the good, but one thing is certain; this business or no other business 
will be worth while as long as we have to continue to battle day in 





and day out for new customers. As long as we must keep up the 
pressure for sales there is something wrong. Eventually any busi- | 
ness that is intelligently and SOUNDLY BUILT musi get to the point | 
where there is a certain amount of steady business that can be relied | 
upon in good times and bad. New business must always be developed | 
BUT OLD CUSTOMERS SHOULD BE REPEAT CUSTOMERS. 


You have probably heard it said that the life of a clientele in! * 


the securities business is about three to tive years. I don’t think this | 
is statistically correct but it probably represents the experience of a| 
cood many who have relied upon expediency and have only filled | 
up the pivelines of demand for highly speculative securities during 
boiling bull markets. 

Gradually this unsound condition is being corrected. Investmen 
dealers ere now operating their business along sound and proven 
lines. No longer is the average small dealer interested in some pro- 
moter’s long-shot proposition, wherein he has been the one who 
went out and loaded up his customers for a small profit to himself 


and then found out that he was left holding the bag. Today, the 
average security dealer is cereful of what he buys and what he 
recommends. He isn’t jumping into situations where a few men 


who dominate management 2nd play ducks and drakes with their 
stockholders’ money have a good time for themselves while his 
customers can whistle for their dividends. He is saying NO with a 
ijoud and fim voice to nine out of ten who come in to see him and 
try to persuade him to put his custemers’ hard-earned dough into 
someone else’s business. And it is all to the gcod as we see it. 

Here’s the way it looks to us. A set of principles something like 
this should hang over the boss’ desk, so that all who come in might 
read: 

(1) We ore here to do a good job for our customers, They always 
come FIRST with us. 
We do believe that there are some attractive speculative 
opportunities—but they are only good for people who can 
afford to take such risks. 
The securities business is not a gambling game—or a chance 
for 100 to 1 shots. Our business is primarily to assist Oul 
customers in PRESERVING THEIR PRINCIPAL, AND OB-) 
TAINING A FAIR RETURN IN INCOME OVER THE! 
LONGER TERM. 
When we buy securities, or make recommendations to our, 
customers—we have one thought in mind—THEIR WEL-| 
FARE. For it is the continued good will of our customers 
upon which this business must rely for its lasting success 
in the years to come. | 


Nature Does It Best 


“The avowed aim of much of the current eco- 
nomic planning is to bring about a higher degree of 
integration of European economy. Yet the observa- 
ble tendencies appear to move in the opposite direc- | 
tion. This is true, not only in relations between the 
two great complementary regions, the West and 


East of Europe, where political cleavages hamper 
the development of economic cooperation. It also 
appears to be true within these two regions owing 
to the rigid trading framework within which eco- 
nomic controls necessarily operate and owing to the 
absence so far of any satisfactory mechanism for 
extending long-range planning to the field of inter- 
national trade. 


“The test of effective international cooperation 
will be the extent to which these tendencies can be 
counteracted by a conscious effort to introduce 
closer integration into the separate plans and pol- 
icies. So far little has been accomplished in this 
direction.’”—United Nations Economic Commission 
for Europe. 

One way to reach this goal, as history amply dem- 
onstrates, is to permit natural forces to operate! 

The authorities deceive themselves if they think 
they can do a better job. 


| US. 
| which is man-made. Money’s in- 
t | trinsic metals were gifts of nature 
| but not the idea of Money. 
| fessor Gustav 


By ARTHUR R. UPGREN* 


Professor of Economics, University of Minnesota 
Associate Editerial Editor, The Minneapolis “Star” 


Professor Upgren, holding money is an invention, explains working of a managed monetary system. 

Outlines problems of money management and describes mechanics in creating money. Says only wise 

use of money is to promote and maintain economic stability and approves government outlays to main- 

tain employment and prices whenever consumer spending and investment cannot effect the result. 
Advocates public housing as offset to coming depression. 


I am going to begin with a definition of money. The definition is very useful because 


it 


is one selected to describe money in a way which helps yield a better comprehension of the 
phenomenon of money. The late Prof. Frank W. Fetter of Princeton said: ‘‘Monev is the 


greatest of’ 
mankind’s in- 
ventions.” 
This defini- 
tion helps us} 
to understand | 
money in three 
ways. First, it 
makes an esti- 
mate of the 
rank order of 
the general 
subject chosen 
for these lec- 
tures this year. 
It places that 
subject to the 
forefront in 
Importance tor 
is something 





Arthur R, Upgren 


Second, money 


Pro- 
Cassell of Sweden 
have all money units be 
“abstracis units of reckon- 
ing’ (accounting). Then money’s 
value would be entirely inde- 
penaent of monevy’s physical form. 
Its function as a facilitator of ex- 
change (the important mechanistic 
function) and as a store of value 
would be made clearer of any “in- 
trinsic value” concepts. Professor 
Cassell concedes ihat money exists | 
only within the conception of 

man. 

The third point of Fetter’s defi- 
nition of money is that it is “an 
invention.” That is consistent 
with Cassell’s view. To sum up 
again: money is an invention, an 


would 
pure 


invention of man, and is man’s 
greatest invention. Money is not 
an institution of the deity and): 





*An address by Professor Up- 
gren at the University of Minne- 
sota, Minneapolis, Minn., April 20, | 


1949. 


| fected. 


it may be more per- 
Being man-made, it is to 
be man-controlled. Being an in- 
vention, money is intended to be 
useful, a thing as surely in man’s 
service as man can make it be. 
Now as to its right to outrank 
in importance all other inventions. 
If we apply the common test to 


therefore 


estimate the importance of any 
other object. namely, measuring 
what we would lose if we were 


to be deprived of it, it can safely 
be said that the loss of functioning 
money would reduce society's 
productiveness more than were we 
to lose the steam engine or the 
electric motor. 

Professor Heller has told of the 


loss of German productiveness | 
when none dared accept money | 
except for a fleeting moment! 


when its value could not collapse. 


We have all learned of the ability. 


of the re-institution of money in 
Germany to be followed by an 
immediate appearance as goods as 
though a thousand Aladdin’s lamps 
had been rubbed or 
horsepower placed at 
Germany’s command. 

Nor do I expect emoney as an 
invention to lose any laurels to 
future machines which will 
ness atomic energy for peaceful 
(Or warlike) purposes. Money has 
its primacy because it can harness 
incentives of man and thereby fa- 
cilitate man’s requirements 
harnessing all other forces through 
whatever mechanism or structure 
may be required to that end. 


western 


Money is an invention of 
higher erder. Thus to have a peer | 
requires another invention pro-} 


duced on a similar higher plane. 


One such might be a device to) 
| Can be wrecked as can any other 


secure peace Or to stop war. But 
it must meet a fearful test if it is 


10,000,000 | 


har- | 


for 


a] 


to rival money: Will the device or 
mechanism be as widely accepit- 
able as money is to all men every 
where? That test alone tells 
something of the greatness 
money and some of tie difficul 
of he who would nudge it to o1 
side. 

Next we might consider 
availability of money. Useful 
it is, what about its future ade- 
quecy? Though we may for the 
moment become impatient with an 
apparent superficiality in this 
treatment of money, I propose to 
show a little later that securing 
economic stability for our society 
has extremely severe requirements 
| but that our now greater control 
over money is going to be of 
enormous importance in winning 
stability. I view economic stabil- 
ity at home as equalled only in 
importance by peaceful adjust- 
ment of relations to Russia if we 
are to have peace within the 
'frameweork of a free society in a 
| secure world. 

Perhaps the best way to dem- 
oustrate the monetary lessons of 
twe wars is to make a blunt asser- 
tion: it is that our experience in 
financing the two wars, together 
with one simple monetary acci- 
dent comparable say to Goodyear’s 
accidental vulcanization of rubbe; 
with sulphur, has given us the 
| knowledge of how to commana 
whatever amount of money we 
need. I shall give a demonstration 
in an amount of $50,000,000,000 a 
| little later. 

This is not to say that we shaik 
command money wisely. But com- 


us 
of 
ty 
e 
the 


Me 


as 


mand it we shall, I am sure of 
' that. 
Money is a mechanism which 


(Continued on page 26) 
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This announcement is under no circumstances to be construed as an offering of securities for sale, or as an offer 
to buy, ur as a solicitation of an offer to buy, any securities. The offer is made only by means of the Prospectus. 


56,000 Shares 


The Southwestern States 
Telephone Company 


Common Stock 
(Par value $1.00 per share) 


Non-transferable subscription rights to subscribe for these shares were issued by 
the Company to holders of its Common Stock, which rights expired at 12:00 Noon, 
Pacific Standard Time, May 7, 1949. The unsubscribed balance of shares may be 
offered by the underwriters as more fully set forth in the Prospectus, 


Price $10.00 per share 


Copies of the Prospectus may be ebtained from the undersigned only by persons to whom the undersigned may 
legally offer these securities under applicable securities taws. 


Schneider, 
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Prescott, Wright, Snider eo. 
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The Threat of Rail Nationalization | 


By FAIRMAN R. DICK* 
Pariner, Dick & Merle-Smith 


Members, New York Stock Exchange 


Asserting unless railroads can attract new investment they will pass from frying pan of broken down 
private enterprise into fire of nationalization, Mr. Dick foresees need of an increase from present 3.6% 
to a 7% rate of earnings on capital to avoid this eventuality. Denies competition is barrier to increased 


rail earnings. 


As I understand it, my part in this discussion is the part the investor plays in the sur- 
vival of private enterprise in transportation. I will limit my remarks to the most impor- 





tant section of transportation 


the railroads. The investor has a most important part in the 





tu.e Or death? 
of private en- 
terpiise in our 


can invest or not invest in any- 
ihing they choose. Everybody in 
(this room is undoubtedly an in- 


ra..roads — in 
fact it might vestor. And you and I are going 
be said, the to buy railroad securities when 


they appeal to us as good invest- 
ments, and not before. Neither you 
is because pri- nor I, nor the rest of the 140,000,- 
vate enter-,|000 Americans buy an investment 
prise, if it is' because someone tells us it is the 
io function) fair thing to do. We will buy a 
successfully,| railroad security when we think 
requires a/it is a better investment than 
cons.ant flow, other securities. If we don’t think 
of rew money! it more attractive, we will not 
for moderni-! buy it, we will buy something 
zation. With-| else. The investor, you and I and) 
out new/all the rest of us Americans, are 
money, it withers and dies. The! the managers of our own savings. 
investor is the source of supply! And if anybody or any industry 
| wants our money they have got 


of this money. 
Today he will not supply it to| to meet our terms, or do without. 
Today, you and I are avoiding 


The battle to pre-| 

in private | the railroad industry and choosing | 
is the} other industries. And the reason 
we so decide seems to me to 


most impor-' 
t.nt part. This | 





Fairman R. Dick 


the railroads. 
serve our railroads 
ownership and operation 
battle to persuade the investor to 
furnish the necessary funds. be obvious. The railroads earn 

How can the disaster of nation- | only 342% while other industries 
alization—at least I call it a dis- | earn Over twice as much, in many 
aster—be avoided? It can be/ instances three or four times as 
avoidei only by persuading the| much. There is no more reason 
investor to furnish to the rail-| why a man should put his money 





time. We cannot decide whether | 
our course lies due north or due 
south, so we try and walk in both 
directions at once. Obviously we} 
get nowhere fast. 

The competition theory, how- 
ever, is not true. The railroads 
have been earning 3.60% because | 
regulation has enforced rates that | 
produce this return. For 28 years| 
the Commission has hit this target | 
with an accuracy that surpassed | 
controlled precision artillery fire. 
I can prove this mathematically. | 
And the most accurate string of | 
four shots in the entire period 
were in the last four years when’! 
the railroads were offered more 
tratfic than they could carry. It 
might also interest you to know 
that the Commission hit its target 
or 3.60% with greater accuracy 
than the Bell System hit its target 
of 6.42%. I scored the match, and 
the Commission won by a score 
of 121 to 119. 

I repeat, therefore, that the 
railroads have earned 3.60% be- 
cause that has been the target of 


'the Commission. I assert that they 


roads vast sums of new money.| to work at 312% when he can get | 
If we fail here, the game is up,| much more than there is for him) 


finally and definitely, even though! to accept a job at $3,500 a year 
we cannot predict just when the | when he can get much more. 
timekeeper will blow his whistle. . : ‘ 
One other point should be sain. | Answer to Railroad Credit 
tioned. When our railroads are | Problem s 
starved physically they are also| The answer to the railroad cred- 
starved mentally. Inventiveness,|it problem is obvious. If the rail-_| 
imagination and genius in design-|©oads are to win us back as in- 
ing improvements are paralyzed | vestors they must earn more 
if there is no hope of getting the; money—312% is not enough, that 
money to make the improvements. is certain. You would like to Say, 


Now look ahead to the future I am sure, what the earning re- 
If our private enterprise system quirement is. I regret that it is 


continues to operate successfully | /;°! gen lips ge see that ae 
wages and our standard of living | ‘0? * wou © propmesying what 


will continue to rise. If the rail-| +04 and all other investors would 
roads. however, cannot get the think and do. I can only say that 


money to improve their property the Bell System had to earn ap- 


ls el j : A proximately 7% to satisfy your 
they will fall behind in the pro requirements and I doubt if the 


cession. Gains in efficiency in : : 
that case will not offset Saar | fee oe satisfy them for a 
wages. Don’t waste your time . : 


If I am correct in my analysis, 
the railroads must earn twice as 
much in the future as they have 
in the past if they are to obtain 
your savings. Earning more does 
not necessarily mean charging 
more, except temporarily. In the) 
long run I believe it means charg- 


grumbling about present rates. As 
far as high rates are concerned, 
“you ain’t seen nothing yet.’ You 
—the public—will not like this, 
nor will you like the service fur- 
nished by an industry that is be- 
coming more and more obsolete— 
like the Model T, for instance. And | # 
at some point you will jump out| ing less. 
of the frying pan of broken down I well realize that many of you 
private enterprise into the fire of | believe competition is a barrier to 
nationalization. I don’t think this|such an increase in earnings. From 
jump will do you much good and|this view I dissent. I am con- 
I feel sure you will not like it. | vinced that it is not competition 
Up to now I have endeavored to| that has held down railroad earn- | 
give you my reasons for believing | "8S to 3.60% for the last quarter 
that we must win back the in-| Century. 
vestor to the railroads or we will| I have not the time to give the | 
lose the railroads to the govern-| reasons for my conviction. I will | 
ment. And the question now be-| merely suggest to you that if it is! 





can hit 7% if the Commission aims 
at that target. And I further pre- 
dict that you will not entrust your 
savings to the railroads until they 
do hit this target and you are con- 
vinced that they will continue to 


| do so. 


| Meeds, New York City, 


Just one final word. Please do 
not let us evade our responsibility 
by criticising the Interstate Com- 
merce Commission. I regard the 
Commission as the very best of 
our administrative agencies. Its 
personnel is unexcelled in charac- 
ter and integrity. A cure for the 


‘railroad disease does not lie in any 


re-shuffling of its membership. 
The infection lies far deeper. It 
lies at the very roots of our po- 
litical organism. 


Now French & Crawford 

ATLANTA, GA. The firm 
name of J. McCrea French & Co.. 
22 Marietta Street Building, has 
been changed to French & Craw- 
ford, Inc. Officers are J. McCrea 
French, President; Allen Craw- 
ford, Jr., Vice-President and 
Treasurer; and B, L. Gann, Secre- 
tary. 


Seymour V. Frank Dead 

Seymour V. Frank, a partner in 
the former firm of Billings & 
Frank, New York City, died on 
April 18. 


C. T. Revere Dead 


C. T. Revere. Laird, Bissell & 
died May 8. 


William C. Bradley Dies 














William C. Bradley, former New | 


fore us is, how can we win him| competition that has held railroaq | YOrk City investment dealer, died 


back? 


In the first place, who is the} mt. 


7 : : 
ever attended rate hearings you | nmustry in the United States. 


have heard him described as a/ Railroads, therefore, should not be! 


selfish individual who wants to|the most regulated industry in| With State Bond Mtge. Co. 


get more morey out of the ship- the United States; they should be | 
pers. You have often heard the| the least regulated industry. If| 
expression, “fair to the investor.”| We are going to regulate any- 
This is all a lot of nonsense. There | thing, every other industry should 
isn’t any “railroad investor.” No'| have precedence, 
investors are condemned to buy! Our refusal to accept this sim- 
or hold railroad securities. They | ple, logical fact is a principal] rea- 
- 'son for our failure to solve the 
*“Talk by Mr. Dick at Luncheon! railroad problem. We cannot de-| 
Session of the 37th Annual Meet-| cide whether the railroads are the | 


| Jafvert 
| Mortgage Co., 2612 North Minne- 
|sota Street. 


| With J. Arthur Warner Co. 


‘earnings down to 3.60% then it, 2t his home at the age of 73. Prior 
follows that the railroads have| t® forming his own company in 
|New York City, he was with the 
|/Guaranty Trust Co. 





- —— 


(Special to THe FrINanciaL CHRONICLE) 


NEW ULM, MINN.—Lloyd B. 
is with State Bond & 





(Special to THe Financiat CHRONICLE) 
ROCKLAND, MAINE — Eunice 
Winslow has joined the staff 


Washington,’ in the country. So we decide that| of J. Arthur Warner & Co., Inc., 


A€ 


ing of the Chamber of Commerce! strongest or the weakest industry | H. 
of Tir ttad ¢ Antas, 
D. C.. May 4, 1949. they are both, at one and the same 431 Main Street. 

















Alleghany’s Exchange Offer 


The details of Alleghany’s proposed offer of exchange to holders 
of its prior preferred and preferred stocks were released over last 
weekend. Holders of the prier preferred will be given the opportun- 
ity to turn in up to 50% of their holdings and receive therefor 2% 
shares of Chesapeake & Ohio common for each share turned in. 
Holders of the regular preferred will be given the opportunity to 
turn in up to'10% of their holdings and receive therefor 1% shares 
of Chesapeake & Ohio common for each share turned in. 

The offer is scheduled to expire May 18 but the company has 
the right to extend the’ proposal for an additional 20 days. Holders 
of the prior preferred will be entitled to exchange more than 50% 
of their holdings if any stock allocated to this issue as a whole is 
left over when the offer expires. The same is true of the regular 
preferred. li the entire offer is accepted Alleghany Corporation will 
lose 122,760 shares of its Chesapeake & Ohio conimon stock holdings. 
It will be left with 478,774 shares, representing 6.1% of the total 
outstanding. 

Based on the closing price last week the maximum amount of 
Chesapeake & Ohio common distributable under the proposal had 
a market value of $3,959,000. The Alleghany Corporation stocks that 
weuld be retired have an aggregate claim, including accumulated 
unpaid dividends, of more than $17 millions. 

Alleghany Corporation prior preferred closed last week at 72 
bid—734 asked. Including accumulated dividends it has a claim 
of approximately 8512 and its net asset value is close to $750 a share. 
The Chesapeake & Ohio common stock being offered holders of 
these shares had an equivalent value of 72°, at last Saturday’s close. 
Alleghany regular preferred was selling at 46% at the end of last 
week. It has a claim, including accumulated dividends, of close to 
$200 a share and its net asset value is around $85 a share. The 
Chesapeake & Ohio stock it is being offered had an equivalent value 
of 48%, at last week’s closing price. 

On the basis of these figures it does not appear likely that the 
proposal will get a particularly enthusiastic reception except 
possibly from Alleghany holders anxious to get a dividend paying 
stock. To the extent that the offer is successful, however, the move 
will obviously materially strengthen the position of the remaining 
stock. It will also bring closer the day when some equity might be 
developed for Alleghany common stock. At the same time, the offer 
will leave the Alleghany with nearly as much Chesapeake & Ohio 
stock as it had a year ago and would not impair its control of that 
property. 

For some time now Alleghany has been following a policy of 
liquidating its holdings in railroad securities. Aside from its commit- 
ment in Chesapeake & Ohio, its only sizable block of railroad stock 
is apparently represented by 137,500 shares of Chicago, Rock Island 
& Pacific common. The company had held 250,000 shares of Rock 
Island and it was proposed to sell 225,000 shares of that as a special 
offering to the public. Market conditions were not favorable to such 
a transaction so the offering was withdrawn. Since then it has been 
announced that half of the stock originally earmarked for sale was 
disposed of. ; 

For the most part the funds realized from the sale of substantial 
rail holdings have remained intact, although there has been a con- 
sistent increase in the company’s interest in Pittston Company. What 
the company will eventually do with the cash and Government bonds 
it has amassed is 2 moot question but it is obvious that after the 
current operation the company will hardly be a subject for this 
column. 

As for its one remaining important rail holding, Chesapeake & 
Ohio, the stock has been doing nothing marketwise despite improved 
earnings and prospects. It has been selling only about a point above 
the year’s low and below the lowest prices reached in any year 1943- 
1947. inclusive. As a matter of fact, it is necessary to go back to 1932, 
when the high was 3112, to find a year in which this stock did not 
cell above the current level at some time. Last year earnings on the 
stock amounted to $3.73 a share and in the first quarter of 1949 there 
was a gain of 22% in net income over the previous year’s showing. 
The $3.00 dividend is considered safe. 














portation; Carlton R. Croning, 
Allison - Williams Co., Minne- 
‘apolis, Special Collections; How- 


Twin City Bond Club 
s 
26th Annual Outing i,t: Pun, Wen Sacks 


MINNEAPOLIS, MINN. — The | & Curtis, Minneapolis, Cocktail 
Twin City Bond Club will hold Party; Robert S. Davis, John Nu- 
its 28th Annual Golf Tournament veen & Co, St. Paul, Golf: 
and Picnic at the White Bear Myron F. Leighton, M. F. Leigh- 
Yacht Club on June 15. Scheduled ton & Co. St. Paul, Special 
for the day are golf, tennis,| Event; William S. Macfadden, In- 
bridge, sw1mm1n , boating. vitations; Paul W. Matsche, Paine, 
Luncheon will be served from) wepber, Jackson & Curtis, St. 
12:00 to 2:00 pm. and dinner) pay), Tennis; F. S. Goth, Merrill 
about 7:00 p.m. There will be a Lynch, Pierce, Fenner & Beane, 
cocktail party on Tuesday, eve-| ct paul, and William J. Lau, J. M. 
ning, June 14, 6:30 to 8:30 p.m., Dain & Co., Minneapolis, Special. 
in the Junior Ballroom, Nicollet 
Hotel for guests and members. 

Guest registration fee is $25. 
Because of the necessity of ar- 
ranging hotel accommodations, it 
is urged that reservations be made 
by May 27 with William S. Mac- 
Fadden. Piper, Jaffray & Hop- 
wood, Minneapolis, Chairman of 
the Invitation Committee. 

Chairmen of the various com- 
mittees are: Horace L. Cummer, 
Kalman & Co., St. Paul, General 


Chairman; Lael R. Abbott, J. M. 
Dain & Co., Minneapolis, Yacht 
Club; Oscar N. Bergman, Allison- 
Williams Co., Minneapolis, Trans- 





J. P. Morgan Appoints 

The Board of Directors of J. P. 
Morgan & Co. Incorporated, 23 
Wall Street, New York City, have 
appcinted Samuel R. Callaway an 
Investment Officer and John P. 
Schroeder an Assistant Treasurer. 


Three With King Merritt 


(Special to THE FINANCIAL CHRONICLE) 

MINNEAPOLIS, MINN.—Isaac 
A. Bergen. Oscar E. Johnson, and 
Ted A. Nadeau are now with King 
Merritt & Co., Pence Building. 
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Public Utility Securities | 


Electric Power & Light 


Electric Power & Light’s dissolution plan in the past few weeks 
bes been a case of “on agin, off agin.” The amended plan was ap- 
proved March 7 by the SEC and application was made to the Southern 
U. S. District Court in New York for enforcement, Federal Judge 
Ciancy surprised everyone by giving a prompt decision April 13 
“from the bench”’—although most Federal courts seem to take an 
average of about six months to reach decisions on these plans. The 
company announced that the plan would become operative May 10. 
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aithough commen stockholders might have to wait a short time there- | 


after to obtain their new securities. 


Then began the legal skirmishes by the Cameron Biewend-Chris-| @ 


tian Johnson grouv of common stockholders. The Circuit Court of 
Appeals was asked for a “stay” of the plan; Judge Learned Hand 
refused a temporary stay, but apparently this was not a final ruling. 
The two Circuit Judges (the third, Jerome Frank, had disqualified 
himself) took nearly a week to consider the matter further and again 
clenied a stay—yet nevertheless mentioned June 13 as a possible day 


for en avpeal hearing! This was interpreted to mean that application 
for a stay would be made to the U. S. Supreme Court, and this proved | & 


correct. The company obligingly set forward the date for the plan 
to May 17, although forms for the preferred stock exchange had 
already been mailed out to stockholders. 

There the matter rests at this writing (Saturday, May 7). Wall 
Street arbitrageurs have, however, taken an active interest in the 
proposed exchanges under the plan. The normal arbitrage operation 
is to buy EL stocks and go short of United Gas and Middle South 
Utilities “when issued.” With only about half a million shares of 
United Gas on the Curb (some 95% is held by EL) it soon proved 
difficult to borrow the stock, or to await “up-ticks’” to make short 
sales. A when-issued market was started over-counter, and this stock 
is now selling at about a point below the regular Curb quotation (the 
spread has narrowed from 1% points) because of the pressure of short 
sales—and possibly some short-covering on the Curb. 

The exchange terms are as follows, values being based on when- 
issued quotations of 16 and 15, respectively, for United Gas and 
Middle South Utilities: 


Approximate No. Shares Estimated 


May 6, 1949 United Middle South Break-Up Value 
Price Gas Utilities Per Share 
$7 Ist Preferred -_- 169 6.5 4.5 17114 
S6 lst Preferred - 164 lo 5.9 4.1 156 
$7 2nd Preferred 168 6.25 4.30 “S75. 
Common. ....-.... 24% 1.32 *.35 726% 
Warrants __- 84 44 7.12 78% 


*Including estimated dividend adjustment. TIncluding estimated additional 
stock to be received by EL for extra cash placed in subsidiaries. 

Obviously the arbitrage operations have temporarily decreased 
the breakup values. In order to realize the theoretical estimates of 
breakup values which have been published from time to time in the 
Street. it will be necessary for EL stockholders to retain their new 
holdings until the securities are moderately “seasoned, ’ or at least 
until the pressure of arbitraging and odd-lot selling is relieved. What 
would market values be for the two stocks under more normal con- 
ditions? United Gas, which sold as high as 21 this year, has been 
under double pressure—earnings have probably been in a downtrend 
recently due to the warm winter and declining prices for natural 
gasoline. It appears likely that a normal price might be somewhere 
around 181 (it has sold recently on the Curb around 18). 

Middle South—which will be listed on the Big Board as soon as 
the plan becomes operative—is earning at an estimated system rate 
of about $1.80 and is expected to pay dividends at the rate of $1.10, 


beginning next Fall. As an integrated “growth” holding company it) 


seems comparable to Central & South West, which is currently selling 
at about 9 times earnings to yield 66%. Ona similar basis Middle 
South might be expected to sell around 1615. Taking United Gas at 
1812 and Middle South at 16'%, estimated “seasoned” breakup values 


would work out as follows: 


Seasoned Break-Up Recent Market 


a? tet -ereteerea . ....=.~+-=--- $194 169 
$6 ist Preferred .-.---- ee 177 154% 
$7 2nd Preterred._.......-—- 194 168 
Common .- Wee eee 30 24% 

10 84 


warrant ..... ge ae er 


Tennis—John A, Kelly, Smith 
| Barney & Co. 


Chicago Bond Glub to | . Peet pdie 
, . | Trophies — Lewis Miller, First 
Hold Annual Field Day National Bank of Chicago. 


pean Bis bei, ee 
, e* “ead (lame ‘ray, Ketcham & Nongaard. 
Field Day of the Bond Club of | Murt ay g 


affle — . H. Higgins, Paine, 
Chicago, will be held again this | wether yt net & rere 

year at Knollwood Club, Lake | Raffle Prizes — Herbert A. 
Forest, Friday, June 3. The fol-/ tritchinson, McMaster, Hutchin- 
lowing general committee has|.,,@ (Co. | 
been appointed: Joseph W. Hib- ° Refreshments—Geo. S. 
ben, General Chairman, Kidder | gnith Barney & Co. 
Peabody & Co.; Andrew M. Baird, | Pari-Mutuel—H. Gerald Nord- 
A. G. Becker & Co., Inc.; George | hers &. H. Rollins & Sons, Inc. 

Siete 


S. Channer, Jr., Channer Securi- 2 gute 
ties Co.; Henry W. Meers, White, | ttn 

| William S. Beeken Adds 
(Special to THE FINANCIAL CHRONICLE) 


Weld & Co., Vice-Chairmen, 
The General Chairman has ap- | 
pointed the following Committee! WEST PALM BEACH, FLA. — 
Chairmen: | Christopher N. Wilson has been 
Arrangements — Robert A. Po-| added to the staff of William S. 
desta, Cruttenden & Co. | Beeken Co., Harvey Building. 
Dinner—Harris E. Wilder, the | j ee 
Illinois Co. : : . . 
Entertainment—Wm. J. Lented:| With First California Co. 
Jr., Hornblower & Weeks. 
Baseball—Jchn W. Allyn, A. C.| SAN FRANCISCO, CALIF.— 
Allyn & Co. | John D. Wells has become affili- 
Golf—Robert L. Holt, Blair &/| ated with First California Co., 300 
Co., Inc. _Montgomery Street. 





Haskell, 








(Special to THE FrNnaNncraL CHRONICLE) 


Farm Products Price Decline in Offing 


By THEODORE W. SCHULTZ* 


Chairman, Department of Economics, University of Chicago 


Leading agricultural economist predicts value of farm products in next three to five years 


will average 


from 15% to 26% under current level. Criticizes government price making mechanim and urges its 


replacemcnt by privately organized institutions, 


subject to governmental rules and regulations. Advo- 


cates governmental action in providing storage facilities and safeguarding farm income in event of 
depression. Attacks price parity formulas. 


Farm programs have their own well-established seasons, and now is the time to sow. 
Nor has the urge to sow been lacking. The soft, warm breeze of Spring has brought forth 


many who feel compelled to scatter 
fore 


sown, 
there has been 
no visible 
shortage of 
seedstock. 
The weather 
has been ex- 
ceptionally 
Zood ever 
since the 
election last 
Fall for ger- 
minating new 
farm pro- 
grams. But all 
have not fall- 
en upon good 
soil. 

There is the 
| Agricultural Act of 1948, with its 
|flexible price support features; 
there are those who want higher 
and less flexible price supports: 
there is the new price 
program recently proposed by the 
Secretary of Agriculture; and then 
'there are the critical, unrecon- 
structed ideas of economists—sel- 
dom sought and always difficult 
| to understand and apply. 





Theodore W. Schultz 


New Price Support Program 


To bring matters down to earth, 
let me take the new price sup- 
port program of the Secretary of 
Agriculture, which presumably 
cuts the Gordian knot of parity 
and embraces income payments to 
tree prices in the market place. 
More specifically, the Secretary, 
on April 7, 1949, appearing at a 
joint hearing of the House and 
Senate Committees on Agricul- 
ture, announced and recommend- 
ed a price support program hav- 
ing the following major charac- 
teristics: 

(1) It would establish 
base period in determining the 
desired relationship between 
prices paid and prices received by 
farmers, .and in doing so, aban- 
don the old, heretofore sacred 


a new 


| 1910-14 base period in favor of a} 
moving base beginning with the | 
of consumer’s choice needs to be 


10 years 1939-1948. 

(2) It would employ a 10-year 
moving average in determining 
the level at which any given farm 
product is to be supported rela- 
tive to other farm products—a 
procedure quite similar to that 
specified in the Agricultural Act 
of 1948. 

(3) It would provide price sup- 
ports which are independent of 
year-to-year variations in supply, 
thus leaving out the flexible fea- 
tures of the Act of 1948 which 


provide a schedule of price sup- | 


ports dependent upon the size of 
the supply of the product. 


(4) In administering the new 
price support program, the USDA 
would employ a species of income 
payments (called production pay- 
ments in the proposal) in addi- 
tion to all the existing measures 
already authorized. 

The main issues on which I 
shall concentrate my attention in 
this paper are these: Would the 
Secretary's program free agricul- 
tural price policy from the grip 
of parity? Would it use income 
payments to counteract the ad- 
verse effects of major business 
fluctuations? In more general 
terms, how firm is the economic 
foundation on which this price 
support program rests? These 
questions are, of course, fully as 
applicable to other proposals, in- 





“An address by Prof. Schultz 
before the Mid-West Economic 
Association Meetings, St. Louis, 
Mo., April 21, 1949. 





support | product. The value of farm prod- 


| by which economic decisions are 


seeds upon the soil. All manner of seeds have been 


cluding the widely debated provi-|}course, do so in distributing 
sions of the Agricultural Act of | among consumers and other users 
1948, as they are to the program | the supp.y that has been produced 
recommended by the Secretary of | and sold by farmers, but not in 
Agriculture, and this will become | guiding the allocation of agricul- 


evident as I proceed. tural resources during the next 
Since it is my purpose to go| and subsequcnt production pe- 
back to fairly basic considerations | Tiods. 


in pricing farm products, I shali 
make explicit the main assump- | 
tions underlying my analysis, al- 
though they may seem altogether 
obvious and elementary. These 
assumptions are as follows: 

(1) Consumer’s choice should be 
maintained and improved. The 
choices of consumers should be 
expressed freely and efficiently 
because they are necessary to de- 
termine the value of the compo- 
nents that enter into the social 


I. Setting of the Pricing Problem 
As of 1949 


The war-induced boom that got 
underway in 1941 has virtually 
spent itself as far as food is con- 
|cerned, and farm prices are re- 
| turning, as a consequence, to their 
| peacetime positions relative to 
| other prices. Meanwhile, it has 
| become increasingly apparent that 
| the price support program carried 
\forward from the war period will 
force the USDA to accumulate 
ucts and of the resources em-| Stocks of wheat, corn, cotton, and 
ployed to produce them are no ex-| Other storable products in ex- 
ception. | traordinarily large amounts, will 


: iia _ , |soon put farming under crop con- 
(2) A system of relative prices! trols and market quotas and will 


= re aM ancien tac nee resources | create an all but impossible situa- 
should be maintained and im-| tion for the USDA in dealing with 
proved. It should be the means'|! 


such major perishable products as 
hogs. These developments should 
not have come as a surprise, for it 
was easy to foretell these rather 
obvious economic consequences. 
In addition, however, there has 
|arisen a pronounced political 


coordinated, because it is the 
most efficient mechanism for 
guiding the allocative decisions of 
producers consistent with the pro- 
cedures and basic purposes of our 





society. - _| drive for increasing price supports 
(3) The problems arising out of|even further, motivated in large 
business fluctuations should be| part by the desire to keep the 


solved with a minimum of dis-! farm income from falling substan- 
turbance to the effectiveness of| tially; partly to create a need for 
consumer’s choice and to the ca-| and to justify the use of the old 
pacity of relative prices. | production control machinery; 

(4) The social objective of les-| partly to exact a very consider- 
sening the inequality in incomes! able monopoly price .rom con- 
(the personal distribution of in- | sumers, following in this matter 
come among individuals and fami-| the notable success of the tobacco 
lies) should also be achieved with | group; and partly to take advan- 
a minimum of impairment of con- | tage of the turn of the election and 
sumer’s choice and of relative | the presumed claim that farmers 





/pointed in that direction. 


prices. 

One or two observations with 
regard to these assumptions may 
be helpful at this point. The role 


qualified somewhat in the case of 
food, inasmuch as our society is 


agreed that it is desirable to en- 


courage children to form good 


‘food habits consistent with our 
existing knowledge about nutri- | 


tion. Our school lunch program is 
Obvi- 


'have on the 





ously, other means might also be) 
used to achieve this end, both for | 


children and, in _ principle, for 
adults as well. Another qualifica- 
tion arises when stockpliing and 


other measures are taken for rea- | 
sons of national security. These| 


two qualifications, however, do 


| not establish a case for the overall | 


drift clearly evident in price sup- | 
port programs seriously impairing | 


the role of consumer’s choice. The 


pricing of potatoes is not an iso-| 


lated example. Many farm prod- 


ucts have been diverted, dumped, | 


or destroyed, 
dence has been less dramatic than 
it has been in potatoes. 


although the evi-| 


The plea| 


of the Secretary that most farm | 


products are perishables 
therefore cannot be withheld and 


and | 


handled once they have been pro-| 


duced and sold by farmers with- 


out obvious waste, points up one} 
of the difficulties that has arisen. | 


It does not take account, however, 
of the widespread impairment of 
consumer’s choice that has oc- 
curred in pricing the more dur- 
able farm products. Nor would 


| about 


production payments in handling} 
perishables under the conditions| 


proposal give 
expression to 
It woula, of 


envisioned in the 
tull and effective 
consumer's choice. 





successful party. 
Clearly, the economic indicators 
all point to adjustments in price 
supports which lie in the opposite 
direction from that in which the 
political forces I have described 
are headed. For example, if pro- 
duction control and marketing 
quotas are to be averted, or at 
least kept at some minimum, it 
will be necessary to lower the ex- 
isting level of price supports. If 
some semblance of economic order 
is to be maintained in dealing with 
big and small crops, a schedule of 
support prices will be required to 
obtain some measure of flexibil- 
ity. If perishable farm products 
are to be given a “support price,” 
income payments of some sort will 
have to be employed, virtually of 
necessity. 

The setting of our’ problem, 
therefore, presents us with a curi- 
ous incongruity between the eco- 
nomic realities which are rapidly 
unfolding and the political config- 
uration which has arisen. Who is 
there that can reconcile these two 
aspects of social action? Regard- 
less of the outcome, the value of 
farm products must be deter- 
mined. 


Il. What Value Should the U. S. 
Place on its Farm Products? 

This question is indeed basic. A 
mistaken answer has been taken 
as valid in much of the argument 
agricultural price policy. 
The proposal of the Secretary is 
no exception. Farm products sim- 
ply do not have as high a value as 
farm leaders would like to be- 
lieve. Should farm products be 
value’ as high as they were dur- 
ing the war and the early postwar 

(Continued on page 24) 
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Southern Banker Favors Free Gold Market 


George M. Clark, President of Pioneer Bank, Chattanooga, Tenn., 
tells Senate Banking Committee it will be means of checking in- 
flation and will aid both barkers and their clients, as well as en- 
abling the nation to decide on precise basis for return to {ull- 


fledged gold standard. 


In a statement presented to the Senate Banking and Currency 





Committee. which held hearings May 6 on the McCarran Bill to 
legalize a free gold market, George M. Clark, President of the, 
Fionee: Bank, Chattanooga, Tenn., strongly supported the measure. 
in the course * — 
of his testi- thing. Therefore, the absence of 
mony, Mr. 2 gold standard which permits the 
Clark stated: tree conversion of paper money 
“It has al- into gold predisposes the economy 
ways seemed to inflation. When inflation oc- 
to me almost’ curs I, both as a citizen and as a 
incontrovert-;| banker, become acutely aware o! 
ible that | dangers and developments which 
money, in or- I believe are a menace to the 
der to qualify |freedom of our citizens and the | 
as good money | Welfare of our country. 
and retain its “What such inflation does to 
virtue as athe distribution of wealth in this | 
medium of|country I will leave to profes- 
exchange| sional economists. However, I do | 
through the} know that as soon as inflation or 


George M. Clark 


thick and thin 
9 business 
fluctuations, must consist of a 
valuable substance which has uni- 
versal acceptance. In our country 
im recent years, that is, up until 
1935, gold 

ihis basic monetary substance. 
fact 1 believe our aollar has al- 
ways been defined as a 
quantity of gold. Although I have 
heard a great deal of so-called 
new theory on money to the ef- 


ua 
+) 


a base and that paper currency 
under proper controis would serve 
as well, I am still old-fashioned 
enough to believe that the experi- 


ence of centuries cannot. be 
thrown away light!y. In the his- 
tory books which [ studied, the 
experiences with paper currency 
have never been happy and in- 
evitably ended with inflation, 


bankruptey, debt repudiation, and 
often social disorder and violence 
as well. 

“About two and a half centuries 
ago a Scotsman named John Law 
persuaded a king of France to try 

menaged currency resting on 
paper alone. The experiment 
came to grief. I 
been the invariable result of every 
similar experiment since. Even 
in Russia, where the government 
exercises a degree of power over 
people which would be impossible 
in this country, it was found 
necessary to effect so-called cur- 
rency reforms about a year and a 


has always served as| 
In | 


Stated | : 
| posits. 


fecal « 
fect that gold is not necessary as/| 80Uation 


the threat of it appears, my gov- 
ernment believes it necessary to 
take certain actions which pre- 
sumably will either prevent infla- 
tion or check the effects. 
“Among these actions, which I 


| rationing 


fell particularly as a banker, are | 
the control of consumer financing | 
' and changes in the reserves which 


I must maintain against my 
Until these novel theories 
of inflation 
had always believed that the ne- 
of a loan between a 


de- | 


control appeared, I) 


banker and a customer was a mat- | 
ter of primary, in fact almost ex- | 


clusive, significance, to the two 
parties concerned. When I sit 
down with a client who wishes to 
borrow $500 to enable him to make 
a purchase, I feel it is up to the 
two of us to decide whether that 
$500 is too much to lend, whether 
it will impose an excessive bur- 
den upon the borrower, or expose 
the bank to an undue risk. 
“These loans, in terms of bank- 
ing, have always been good loans 
on the whole. Our experience 
with them has been as good or 


| better than our experience with 


believe this has'/! 


commercial loans. Now, however, 
the government, for the ostensible 
purpose of checking inflation, 


i steps in and through the Federal 


| which 


| and 
| have 
| which 


haif ago. These reforms consisted | 


of the seizure of nine-tenths 
the money which the people had, 
two-thirds of their bank deposits, 
and a repudiation of half the in- 
ternal Russian debt. In spite of 
extraordinary controls and the 
most despotic kind of regimenta- 
tion, inflation nevertheless oc- 
curred in this Paradise of the 
communists. 

“It seems to me that these les- 
sons should not be lightly passed 
over. When our government in 
1933 and 1934 first denied the 


of | result in rank injustice. The meet- 


| ing 


Reserve Board, issues regulations 
tell me _ precisely how 
much I may lend to my customer 
what the terms will be. I 
seen many instances’ in 
this inference with a 


worthy customer’s ability to bor- | 


row or buy on the terms he needs 


of emergencies and_ the 
grasping of opportunities by many 
honest borrowers do not lend 
themselves to compliance with 
statistical formulas. 

“T have no desire here to ex- 
plore the wider ramifications of 
this interference. 
of the fact that such interference 


occurs whenever inflation threat- | 


ens and that the threat of infla- 


| tion 


people the right to convert their | 
paper currency into gold, it was a | 


step taken in the face of a great 
economic emergency. 
believed at the time that 
country would remain indefinite- 
ly on a paper money standard. 
Fifteen years have passed. 


It was not | 
this | 


We | 


now have almost three-fourths of | 


the total monetary gold stock of 
the world and it seems to me that 
it is high time for us to return 


,; onerous 


fo the solid, durable basis of gold. | 


“4 


have a special interest in 
this subject. I know that the ab- 
sence of gold, into which ow 


paper money is freely convertible. 
makes it easier to multiply that 


supply of money. It is also rea- 
sonably clear to me that when 
money is multiplied indefinitely 
its value takes the same course 
as any other commodity whose 
supply is greatly increased. In 
other words, it declines in value. 
When money declines in value. 


prices go up, which is simply an- 
other way of saying the same 


is traceable in part to the 
lack of a gold standard. 

“It is for this reason that I am 
interested in the measure pro- 
posed by Senator McCarran which 
would permit a free market in 
gold. This is a measure 
seems to my lay mind a desirable, 
practical, tirst step in the restora- 
tion of a sound currency. 

“The threat of inflation exposes 
me and my customers to other 
actions by the govern- 
ment. 

“Bankers are expected to main- 
tain reserves against their de- 
posits. These reserves in the past 
have been regarded as an assur- 
ance of a minimum of liquidity 
for banks. Such have been. the 
functions of reserves in banking. 


Now, however, as a result of a 


the apparent purpose of checking 
inflation. 

“fhe phenomenon of. inflation 
in recent years has I believe been 
due to other causes than inade- 
quate bank reserves or the vol- 
ume of consumer financing 
Whatever the true causes are, the 


fact is that when inflation rears 
its head the Pioneer Bank of 
Chattanooga and its customers 


become guinea pigs in an experi- 
ment in inflation control whose 
logic and equity I[ seriously ques- 
tion. 

“Here again I am brought back 


to gold and the desirability of re- | 


establishing our currency on a 
base which will make less likely 
the kind of inflation that seems to 
our authorities to call for con- 
trols of which banks and their 
customers have been the victims. 

“Beyond this I would also like 
to say a word about the stake 
which our farmers have in a 
sound currency. Whenever prices 
move up eri the government 
steps in toc reise 
ceilings are p.. 2d on vrices and 
is used to govern the 
distribution of goods. Invariably, 
with rationing black markets ap- 
pear. They appear because 
price fixed by 


which has no regard for the reai- 
ities of the market place and the 
over-powering forces of supply 
and demand. 

“A rationed market with price 
control is an unnatural market 
and as a result under-the-counter 
ceals become common and the 
housewife is obliged to pay not 
enly the higher price which sup- 
ply and demand would call for, 
but also a charge for the risks of 
surreptitious marketing. This has 
2a two-fold effect. It irritates the 
housewife and it puts the farmer 
in a position where he, as the 
principal producer of foods, be- 
comes the object of public resent- 
ment. 

“This may go so far as to in- 
volve onerous and costly control 
of farm production and in some 
extremities even seizure of farm 
produce by the government. Thus, 
inflation control leads directly 
and inevitably to totalitarian con- 
trol of our economy, with the 
farmer and the consumer conspic- 
uous victims. 

“It seems to me than anything 
we can do to ward otf this dange1 
is desirable. In making this state- 
ment, I am conscious of the lim- 


itations of a gold standard. It is 
not a cure-all. Price fluctuations 
and depressicns occur under a 
gold standard, but the very fact 
‘that our paper money and our 
| bank deposits may be converted 
into gold at the choice of the 


I am conscious | 


holder places a limit on the ex- 
pansion of the money supply and 
tends likewise to check the range 
within which prices may move. 
It is not a perfect instrument but 
a helpful instiument. 

“This measure under consider- 


ation by this Committee provides | 


for a free market in gold. It will 
afford to the American people the 
first opportunity in more than 15 
years to take their currency into 


| the market place and exchange it 


which | 


| cise basis for a 


new philosophy of inflation con- | 


trol, these reserves have lost their 
original character guarantees 
of minimum liquidity. They have 


as 


now become a throttle in the mas- | 
Sive engine of government control | 


by which assets of banks are 
frozen in varying proportions for 


for a quantity of gold. By devel- 
oping an open market value for 
gold, it will make it easier for our 
government to decide on the pre- 
return to a full- 
fledged gold standard.” 
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KANSAS CITY, MO.—William 
. Wishart, Donald R. Eldridge, 
and William R. Dwyer have been 
added to the staff of Herrick, 
Waddell & Reed, Inc., 1012 Balti- 
more Avenue. 
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its powers, | 


the | 
the government | 
under controls is an ideal price, ' 
presumably fair to the consumer, | 


Bank and Insurance Stocks 


By H. E. JOHNSON 
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This Week—Bank Stocks 
Since last November general business, as reflected in the Federal 
Reserve Board Index of Industrial Production, has been declining. 
From the postwar peak of 195 reached in that month the index 


has moved down steadily for over 


figures for March place the index 


four months. The latest available 
at 184% of the 1935-1939 average 


Because of subsequent further declines in certain areas of industrial 
activity, it is expected that the index will be lower for April. 

Two of the principal components of the index which have beet 
Maintaining a high level of production and giving considerable sup- 


port to the index 
ever, there are signs tha 
taken place. 

Steel operations during the 
irom over 100% 
S6-97 %. 


have been steel and automobiles. 


past 
of rated cavacity to the present level of around 
Also, in automobiles, supply is fast catching up with demand 


Even here, how- 
some easing in supply and demand has 


several weeks have declined 


as evidenced by price reductions. Although operations are continuing 


duction rate will continue. 


'at a high level, it remains a anestion as to how long the present pro- 
Temporarily, strikes at Ford and some 


parts manufacturers are hampering full-scale operations. 
In other lines of industrial activity, such as textiles, paper, oil, 
minerals and chemicals, there continues to be evidence that opera- 


tions and output are declining. 


Thus with the trend of business activity definitely downward, 
investors have become concerned about the extent of the decline and 


the outlook for earnings and dividends. 


As a result of this uncer- 


tainty, an increasing amount of attention has been given to those 
stocks which offer the greatest security of dividend payments in the 


period ahead. 


Among the industry grouns which seem to have been favored are 


included bank, can, chewing gum, 


food, insurance, retail trade (vari- 


cty and grocery chains), tobacco, drug, and public utility. 


Bank stocks have some of the 


aend payments of any group of securities. 


longest records of continuous divi- 
For example, the First 


National Bank of Boston has a dividend record going back io 1785 


Or 164 years. 


Others have made payments for over 100 years. 


Present disbursements of mest banks are conservative in relation 
to earnings and should be maintained under any foreseeable circum- 
stances. For these reasons, they offer one of the best investments for 
sleady income at the present time. 

The following tabulation shows the year since continuous divi- 


dends have-been paid, the present annual 


payment, percentage ol 


1248 earnings paid out, the 1949 price range, the present price and 
the current yield for a group of selected bank stocks. 


Continu- Pctge. of 
cus Pay- Present 1948 Oper 1949 
ments Annual Earnings Price Range Present Curren‘ 
Since Payment Paid Out High Lov Price Yield 
3ank of Manhattan 1847 $1.30 49 $25 }2 $2344 $243 5.33 
Bankers Trust 1903 1.80 58 40'% 8 3914 38 
Central Hanover 1853 4.00 528 9G, 82! 89! 1.47 
Chase National 1878 1.60 6 3544 32 33% 4.8: 
Chemical Bank 1827 1.80 62 40*,4 3B! , 39° 4.5 
Commercia] National 1930 2.00 59 4] 338 40 4.97 
Corn Exchange 1853 2.80 57 53 $9 52! 5.323 
First National (N. Y 1863 80.00 104 1,218 1,145 1,185 6.75 
Guaranty Trust 169] 12.C0 67 76 252 275 4.34 
Irving Trust 1906 0.80 59 S78 15 '% 15 5.08 
Manutacturers Trust 1908 2.40 59 yt lg 438 49! 4.89 
National City 1612 1.60 18 40%, 377 39 4.10 
New York Trust 1893 4.00 62 B4'4 80 82! $85 
Public National 1915 2.00 43 284, 37'4 sBo 18 
Bank of America 1932 2.50 55 36 %4 40 42! . 86 
First National (Boston: 1785 2.25 7 GOS, 45! 47°; 4.72 
National Shawmut 1836 1.00 465 244 22 24% 4.06 
First Naticnal (Chicago) 1934 8.00 193 173 17 4.62 
Continental Illinois 1935 4.00 8 79'% 74 iD $.33 
Pennsylvania Co 1227 Sy 55 24/2 31 ge 47 
The above figures show a long record of dividend payments 


Considering the fact that many of the institutions have made pay- 
ments through banking crises and major depressions, the record is 


impressive. 
earnings as only about 60% 


Last year payments were weli covered by net operating 
of such earnings was distributed. 


The 


outlook for this year is one of relative stability, although the recent 
sharp decline in loans may be reflected in moderately lower earnings. 
There is another factor which could be of considerable impor- 


tance to 


bank stocks at this time. 


Because of the high investment 


regard in which bank stocks are held, they possess certain of the 


characteristics of preferred stocks. 


For this reason the yields on bank 


stocks tend to fluctuate and follow the same trends as preferreds. 
Recent developments have been favorable to high quality pre- 


ferred. 


If a substantial decline should take place in the yields on 


preferred stocks, a rise in bank stocks could result. This could con- 
ceivably occur almost regardless of the course of bank earnings. 


Haisey, Stuart Offers 
N. Y. Centra! Equips. 


Halsey, Stuart & Co. Inc. and 
associates were awarded, May 5, 
$10,725,000 New York Central RR. 
Third Equip. Trust of 1949 2°.% 
Equipment Trust Certificates, ma- 
turing $715,000 annually May 15, 
1950 to 1964, inclusive. The cer- 
tificates, issued under the Phila- 
delphia plan, were immediately 
re-offered, subject to Interstate 
Commerce Commission authoriza- 
tion, at prices to yield from 1.50% 
to 2.85%, according to maturity. 

Proceeds from the sale of cer- 
tificates will provide for the fol- 
lowing new standard-gauge rail- 
road equipment estimated to cost 
$13,734,360: 46 Diesel road freight 
locomotives; 19 switching loco- 
motives: and 900 gondola cars. 

Associated in the offering were 


R. W. Pressprich & Co.; A. C. 
Becker & Co., Inc.: Blair & Co.. 
Inc.; Gregory & Son, Inc.; Harris, 
Hall & Co. (Inc.); Hornblower & 


Weeks; Merrill Lynch, Pierce, 
Fenner & Beane; Otis & Co.; 
Phelps, Fenn & Co.; L. F. Roths- 


child & Co.; First of Michigan 
Corp.: Graham, Parsons & Co.: 
The Illinois Co.; Wm. E. Pollock 
& Co. Ine.: William Blair & Co.; 


Freeman & Co.; Hayden, Mille: 
& Co.: Swiss American Corp.: 
Clayton Securities Corp.; Julien 
Collins & Co.; McMaster Hutch- 


& Co.; Mullaney, Wells & 
F. S. Yantis & Co. 


inson 
Co., and 


Joins A. M. Kidder Staff 


Svecial to THE FINANCIAL CHRONICLE) 
TAMPA, FLA.—Paul T. Schoo- 
ley has joined the staff of A. M 
Kidder & Co., Hillsboro Hotei 


Building. 
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| should like to remind you that | employers to remove the ever- 
Justice Cardozo was not a New| present dread of doctor and hos- 


The Welfare State—What Labor Wants 


By NELSON H. CRUIKSHANK* 


Director of Social Insurance Activi_ies, American Federation of Labor 


Organized labor spokesman expresses opposition ic all-inclusive government activity that can control 
details of daily living and relationships with each other, but defends government expanding into 
social security and like services. Says problem is not in limiting government action but in keeping con- 


The term “welfare state” has become a fighting term. The reason is that it has taken 
on two quite opposite meanings. There is one meaning ascribed to the term which is based | 


on a concept of the State or government as something foreign to and removed from the) 


people and 
which seeks to 
control, direct 
and_ provide 
for all the 
people’s needs. 
Such a= pro- 


ernmentaction 
—whether 


prompted by 
good or bad 


motives — re- 
moves incen- 
tives from the 
individual, 





stiles initia- 

N. H. Cruikshank tive and be- 
comes inevi- 

tably the master of tae people 
that il set out to serve. Recent 


history abroad provides extensive 
support for that view. 

To that kind of all-inclusive 
government activity I know that 
you as individuals and your or- 
ganization are unalterably op- 
posed. There we are on common 
ground, Labor, likewise, opposes 
and will oppose with all the force 
at our commond any attempt by 
any government to contro] the 
details of daily 


if it is alleged to be for our own 
good. That is why we are against 
the Taft-Hartley Act. ; 


living and OUr! poth liber ashamed ‘ 
. ; : iberal and conservative per- 
relationships with each other even | a " P 


gram of gov-| 





Both employers and labor must | 


oppose despotism in any 


form. | 


There is no such thing as a benev- | 


olent despot. 

There is another concept of the 
welfare state, however, that is 
rooted in a quite different idea of 
the nature of the state. This is 
the idea that the state can be the 
servant of the people. The idea 
that Lincoln expressed as “a gov- 
ernment of the people, by 
people, for the people” is not three 
ideas of government, but one. 
The only kind of government that 
can genuinely be for the people is 


the | 


one that is by and of the people. | 


The state, like the Sabbath, is 
made for man and not man for the 
state. 

If a people succeed in main- 
taining this concept of govern- 
ment the state then becomes the 
instrument through which they do 


they cannot do_ individually. 
Though they use the instrumen- 
tality of government they are still 
performing these functions for 
themselves, Under such a concept 
individual opportunity can be 
maintained and enlarged and indi- 
vidual initiative can be encour- 
aged. 

Now, under such an idea of the 
nature and the purpose of the 
state the concept of the welfare 


ithe public demain we were actu- 


those things for themselves which | ally providing a combined old-age 


state takes on quite a different | 


than 
In 


that which 
line with this idea 
that held by 


meaning 
described. 
which was 


I first | 


the | 


founders of our government, it is | 


as to whether we 
That 


not question 
should have a welfare state. 


a 


| portation system. 


question was settled in 1789 with | 


the adoption of the Constitution. 
The purpose of government in the 
United States of America Was set 


forth clearly in the preamble of 
that document where “We tne 
people of the United States” are 


committed until such time as that 
jocument is changed to six endur- 
ing programs. We are to form, 

An address by Mr. Cruikshank 
at the General Luncheen of the 
37th Annual Meeting of the Cham- 
ber of Commerce of the United 
Washington, D. C., May 


States, 
3, 1949. 


establish, insure, provide, promote , 
and secure. The fifth of these ac- | 
tion programs to which we are | 
committed is to “Promote the gen- | 
eral welfare” through the National 
Government. 

This is reenforced in Article I, | 
Section 8: | 

“The Congress shall have Power: 
To lay and collect Taxes, Duties, 
Imposts, and Excises, to pay the 
Debts and provide for the common | 
Defense and general welfare of; 
the United States 

It is significant that the first 
defense of a broad power of Con- 
gress to act for the general wel- 
fare was conducted by Alexander 
Hamilton in reference to the 
question of the establishment of a 
National Bank. Opponents of the 
bank argued that no power was 
given by the Constitution to the 
Congress for such a purpose. But 
Hamilton supported his argument 
by reference to the general wel- 
fare clause. 

Since that date there has been 
a host of enactments sponsored by 
every political party, that has 
been developed in our history, of 


suasion to implement the wel’are 
activities of our National Govern- 
ment. Every time that Congress 
has passed a tariff act we have 
engaged in an activity of the wel- 
fare state. 

In this long development there 
have been some historic mile- 
stones. One of them was the 





enactment of the Homestead Act 


Abraham Lincoln. After a long| 
and bitter battle this was a deci-| 
sion on the part of the people’s| 
representatives in Congress to| 
dedicate the vast resources of the | 
public domain to the needs of | 
plain people, as it. provided for | 
the settlement of public lands in 
quarter-section units. I like also 
to point out to those who allege 
that the idea of social security is 
a foreign concept that actually 
we launched on a social security 
program through the enactment of 
this Act. When we so dedicated 


security and unemployment com- 
pensation program, as a study of 
the waves of migration from the 


Eastern industrial areas to the 
valleys of the Middle West in 


their relation to successive periods 
of unemployment in the industrial 
areas will show. 

It needs to be pointed out also 
that this kind of activity by 
welfare state was not confined to 
aiding people in search of family 
security or who were endeavoring 
to escape the hazards of unem- 
ployment. Vast amounts of land 
were granted to corporations sup- | 
posedly as an incentive to the de- 
velopment of our railroad trans- 
In the period 
trom 1850 to 1871 grants of land 
from the Federal Government and | 
from the States to the railroads 


a 





amounted to a total of 179,000,000 | 
acres. This is more land area| 
than the total of the States of 


Maine, New Hampshire, Vermont 
Massachusetts, Connecticut, Rhode 
Island. New York, New Jersey 
Pennsylvania, Maryland, the Dis- 
trict of Columbia, Virginia and 
North Carolina combined! 

I am not here to condemn 
use of the publie land in this man- 
ner: I am only pointing out that 
when we talk about the welfare 
state we have to remember that 





of 1862, signed by that most dis-| year the status of the tides and 
tinguished Republican President.| the flow of the currents in every 


‘into effect 


the | 


trol of government in hands of people. 


| 


the welfare activities of the State | 
have been at least as lavish in the. 
support of business enterprise as| 
they have been on behalf of plain | 
people. I cannot refrain, how- 
ever, from pointing out that these | 
enormous grants make the claims | 
in this industry which we see in 
railroad advertisements and rail- 
road-sponsored editorials that this 
is the Only industry that pays its 
own way appear in rather awk-| 
ward relation to the established 
facts. 


We need only to look at the 
budget of the United States Gov- 
ernment submitted for the fiscal 
year 1950 to find that the activi- 
ties of the welfare state are by no 
means confined to the extension of 
ald to unfortunate individuals. A 
ship operator, for example, has 
available detailed and expertly 
prepared charts and tide tables 
printed by the Hydrographic Of- 
fice of the Navy at an expense of 
$4,451,000. In contrast to that 
those who seek aid from the Fed- 
eral Government either from 
management or labor’s standvoint 
in the development of sound labor 
standards have to rely on the Bu- 
reau of Labor Standards in the 
Department of Labor whose total 
budget for the year is only $391,- 
000. The Bureau of Labor Statis- 
tics operates on an annual budget 
of $5,450,000. A. navigator of 
ocean-going vessels has prepared 
for nim by the government annual 
tide tables that will tell him for 
every day and every hour of the 





port in the world. But a citizen 
who is responsible for steering a 
course in sound labor-manage- 
ment relations finds that the item 
for printing and binding in the 
Department of Labor is exactly 
zero. $25,000,000 is set aside this 
year for the Agricultural Exten- 


sion Service. In 1947, we had a 
tiny budget of $37,000 under 


which the Department of Labor 
was providing similar aids to 
American citizens resnonsible for 
furthering understanding of col- 
lective bargaining processes. The 
80th Congress wiped out even this 
minute item. It is our contention 
that if it is worth four and a half 
million dollars to publish charts 
and tide tables and $12 million to 
maintain aids to navigation and)! 
another $24 million to provide} 
weather information to keep ships 
from running aground, it is worth 
at least some comparable figure to 
aid those in charge of collective 
bargaining programs from run- 
ning into the rocks and shoals of 
industrial strife. 

When the frontier was ex- 
hausted and the public lands were 
all settled or given away and we 
found ourselves still faced with 
the insecurity of old-age and un-| 
employment, the government sim- | 
ply continued its basic policy of | 





dedicating its resources and in-! 
strumentalities to the aid of 


people to provide through a sys- 


tem of social insurance against 
these contingencies. That is how 
our social security system came 


as an activity of the 
state. 

In this connection and in refer- 
ence to a social security case 
(Helvering v. Davis), a notable 
opinion was written in 1937 by 
Justice Cardozo of the United 
States Supreme Court. This opin- 
ion runs so directly to our subject 
that I wish to quote from it at 
some length, Before doing so I! 
« 


welfare 


Deal appointee, but was appointed 
to the High Court by President | 
Hoover, a President who I imag- | 
ine is not lacking in admirers in 
this room. Justice Cardozo said: 

“Congress may spend money in| 
aid of the ‘general welfare’ 
There have been great statesmen | 
in our history who have stood for | 
other views. We will not resur- | 
reet the contest. It is now settled 
by decision. ... 

“The purge:’of the nation-wide 
calamity that began in 1929 has) 
taught us many lessons. Not the | 
least, of the solidarity of interests | 
that may once have seemed to be | 
divided . Spreading from | 
state to state, unemployment is an | 
ill not particular but general, | 
which may be checked, if Con- 
gress so determines, by the re- | 
sources of the nation. If this can | 
nave been doubtful until now, our | 
ruling today has set the 
doubt at rest. The hope be- 
hind this statute is to save men 
and women from the rigors of the 
poorhouse as well as from the 
haunting fear that such a lot 
awaits them when the journey’s 
end is near. The problem is 
mainly national in area and di- 
mensions. Moreover, laws of the 
separate states cannot deal with 
it effectively. Congress, at least 
had a basis for that belief. 

Only a power that is national can 
serve the interests of all. 
The issue is a closed one. 
fought out long ago.” 

It is in the spirit of this decision 
that we in labor shall seek to em- 
ploy the instrument of govern- 
ment to meet other needs that 
cannot be met by individual ac- 
tion. 

One of these areas is in the 
field of public housing. According 
to the report of the Senate Com- 
mittee on Banking and Currency 
(Senate Report No. 84 of the 81st 
Congress, First Session), the facts 
are that we must be prepared to 


It was 


build or rehabilitate an average 
of at least 1,300,000 non-farm 


dwelling units and between 200,- 
000 and 300,000 farm units each 








year over the next 12 years if 
substantial progress is to be made} 


'in bettering housing conditions of 


American families. The record 
of the private building industry, 
particularly since the war, estab- 
lishes conclusively that it cannot 
handle the job alone since nearly 
two-thirds of our families have 
incomes of less than $4,000 and | 
are completely out of the housing 
market in terms of being able to 
buy or rent the homes constructed 
by the private building industry. 

In the field of education we 
decided over a 100 years ago that 
the education of our children is | 
not properly a field for business | 
enterprise operated for profit and | 
we established a system of free 
public schools, In the course of | 
our national development we are | 
now faced with the fact that we} 
cannot leave the support of these | 
schools dependent entirely on the | 
uneven financial resources of the | 
localities and_ states. It has, 
therefore, become imperative that 
the one agency to which we all 
belong by right of birth or natu-| 
ralization:; namely, the Federal | 
Government, must be used to} 
give assistance in meeting the cost | 
of educating our young. 

Another common need is for a 
method of meeting the high and | 
unpredictable cost of medical care | 
through an extension of the prin- | 
ciple of social insurance. We do} 
not wish to see the government 
in the practice of medicine. We} 
do not wish to regiment doctors | 
or patients. We do not wish 
socialize medicine, and no 
supported organized labor 
the United States calls for any 
such thing. We, the working 
people of America, seek simply to 
promote the general welfare by) 
using the instrumentality of gov- 
ernment to establish a fund con- 
tributed to out of Our OWN wages 
with like contributions from our, 








4 

tU 
bill 
bv in 


pital bills that can drive us to the 
relief rolls and the loan shark. 
Experience has taught us that 
every forward step in the field 
of social and economic welfare 
brings some dangers. Advances 
in this field are no more free from 
hazards and pitfalls than was the 
conquest of a continent by our 
pioneer forefathers. As we seek 
to utilize the services of govern- 


| ment we must be on guard against 


government becoming our master. 
But we also recognize that people 
cannot guarantee their freedom by 
such a simple formula as limiting 
and crippling the power of their 
government. 

The essential problem is not one 
of restricting and limiting the 
field of government action, but in 
keeping the control of the gov- 


ernment in the hands of the 
people so that it remains theii 
servant. Eternal vigilance is the 
price of liberty. Eternal vigi- 
lance and not eternal obstruction- 
ism. We gladly join with our 


friends in business in the exercise 
of that vigilance. Together we 
can use, and not be used by, the 
resources of government which in 
another age helped men _ break 
through the frontiers to a more 
satisfactory life. 


Boylan Elected hy ; 
New York Steck Exch. 


At the annual election of the 
New York Stock Exchange, the 
following officers were elected: 

Chairman of the Board of Gov- 
ernors: Robert P. Boylan (for a 
term of one year). 























Robert P. Boylan 


Seven Members of the Board of 
Governors (for three-year terms): 


Richard M. Crooks, Thomson 
& McKinnon; Harold W. Scott, 
Dean Witter & Co.; Homer A. 


Vilas, Cyrus J. Lawrence & Sons; 
Amyas Ames, Kidder, Peabody & 
Co.; Winthrop H. Smith, Merrill 
Lynch, Pierce, Fenner & Beane; 
Latham W. Murfey, Curtiss, 
House & Co., Cleveland; Nathan 
K. Parker, Kay Richards & Co., 
Pittsburgh. 

Two Members of the Gratuity 
Fund (three-year term): 

Clinton S. Lutkins, R. W. Press- 
prich & Co., and William D. 
Scholle, Scholle Bros. 

Nominating Committee 
year term): 

Page Chapman, Jr., Tucker, 
Anthony & Co.; William M. Mee- 
han, M. J. Meehan & Co.; Mark C 
Meltzer, Jr., Asiel & Co.; Joseph 
W. Dixon, Graham, Parsons & Co.; 
W. Fenton Johnston, Smith, Bar- 
ney & Co. 


With A. M. Kidder & 


(Special to THE FINANCIAL 


(one- 





Co. 


CHRONICLE) 


DE LAND, FLA—William R. 
Hough is with A. M. Kidder & 


Co., 112 North Woodland Boute- 





| vard. 
A. M. Kidder Co. Adds 
(Svecial to £E FINANCIAL CHRONICLE) 
FT. MYERS, FLA.—Joseph W. 
Weber. Jr. has joined the staff of 
A. M. Kidder & Co., First National 
Bark Building. 


or (a SRT 
With Geo. C. Lane & Co. 
(Special to THE FINANCIAL CHRONICLE) 
NEW HAVEN, CONN.—Benneit 
E. Preston is with George C. Lane 
& Co., Inc., 70 College Street. 
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Farm Products Price Decline in Offing 


(Contiuned from page 21) 
years? Obviously, no—unless war 
were to occur. Should they be 
valued at the old parity, leaving 
aside for the moment the appro- 
priate relationships among farm 
prices and considering only the 


| 
| 


ratio of the average of all farm| 


prices received to prices paid by 
farmers? A clear-cut answer can 
be had from the drift in commod- 
ity markets starting last fall and 
still underway. For all who are 
willing to look at what is being 
seest, the answer is an unqualified 

oO. 

How much farm products will 
be worth during the next few 
years is the crucial issue in any 
attempt to evaluate either the old 
1910-1914 parity or the new 1939- | 
48 income standard proposed by 
the Secretary of Agriculture. | 
There are essentially two ways to 
get our bearings on this matter. 
One consists of formulating an 
empirical judgment about the 
value of farm products on the 
basis of economic forces and de- 
velopments under way, and the 
other is to consider the valuation | 
process in principle and indicate | 
the formal results that emerge. | 

On the empirical side, the evi- 
dence is about as conclusive as it 
can be that farm products are not | 
as valuable in the United States 
as the proponents of the various 
price support programs are main- | 
taining. About a year ago, the. 
Committee on Agriculture of the 
House put out an important study | 
made by the BAE on Long-Range 
Prospects for American Agricul- 
ture.1 The assumptions under- 
lying this study were carefully 
formulated, although decidedly on 
the optimistic side. The follow- 
ing conclusions are noteworthy: 
With high employment, the ratio 
of prices received to prices paid 
by farmers would approximate 
parity; with intermediate employ- 
ment, the average level of this 
price ratio would be in the neigh- 
borhood of 85; and with depres- 
sion conditions, it would drop to 
about 67. My own efforts2 to 
gauge the value of farm products 
for the years immediately ahead, 
say for the next three to five years 
—assuming that unemployment 
does not exceed four million, that 
we export and import farm prod- 
ucts at competitive prices; that 
ample stocks are maintained for 
emergency purposes, and _ that 
agricultural production continues 
at its present level—indicate that 
the prices of farm products will | 
rule (average) as much as 15% 
to 20% below their current level | 
relative to other prices. [This) 
means, taking the existing legal | 
parity as a measure, that farm | 
prices would decline (relatively) | 
from 105 (as of Feb. 15, 1949) | 
to a parity as low as 85 to 90 if | 
the farm products were allowed | 
to clear the market.] 

Before taking up the more for- 
mal aspects of pricing products in | 
line with their value, we may dis- 
pose of the question: Does the 
Secretary’s p:ice support program | 
break with parity? If parity is | 
taken to mean the 1910-14 base | 
years, then clearly the Secretary | 
has not tied his program to parity. | 
But such a narrow definition of | 
parity would be a mere quibble. | 
The 1939-48 base period employed 
by the Secreta:y performs the 
same function in determining the 
ratio of prices received to prices 
paid by farmers as it does in the | 
1910-14 base under existing farm 
legislation. To call it an “income 
standard” docs not alter its func- 
tion—a rose hy any other name 
smells quite the same. 

What, then, is to be achieved by 


1 See Table 1, p. 18 of the Commit- 
tee print Lon-- Range Agricultural Pol- | 
icy, for the C-mmittee on Agriculture | 
of the House of Representatives, 30:h | 
Congress, 2nd Session, March 10, 1948. | 

2 See my an- lysis. appearing mainly in| 
Chapter 3 in ‘ Agric: ture in an Unstable | 
Economy,” New York: McGraw-Hih. 
1945, and in “Supyo-ting Agr’ cultura! 
Prices by Concea': d Dumpi ng.” “Jour- 
nal of Politica! Economy,” Vol. LVI, 
April, 1948. 


| considerations 


| farming. 


| though 


| pesed 


shifting the base forward from | to agriculture, and therefore need 


the five pre-World War I years! 
to the ten most recent years? In- | substance, 


not be repeated here.5 Insum and 
the analysis tells us 


stead of introducing a period with | that the price-making mechanism 


a ratio of prices received to prices 
paid by farmers more nearly in 


line with the’ real value of tarm | 


products, it further overvalues 


farm products taken as a whole. | 
While it is difficult, with the ma- | 
terials now available, to make a_/|f 
precise comparison, it is plain that | 


the 1939-48 period is about 5% on 
the wrong side of the 1910-14 base 
period.3 

This much is fairly evident: In 
making price policy for agricul- 
ture, the basic question of the 
value of farm products is not be- 
ing faced, and until it is, no satis- 
factory solution can be achieved 
of the waste and misuse of farm 
products that arises whether they 
are dumped abroad, diverted to 
inferior uses at home, or accu- 
mulated as stocks in quite un- 
manageable amounts, and of the 
inefficient use of agricultural re- 
sources that arises when recourse 
is had to acreage allotments and 
|marketing quotas and to other 
measures intended to control ag- 
ricultural production. The ques- 
tion which has been put to the 
forefront in agricultural price 
policy has focused primarily on 
farm income; namely, how large 
a share of the national income 
should be distributed to farm 
families? The unwillingness of 
farm groups to consider the short- 


comings of the 1910-14 parity in| 
| tutions subject only to 


pricing farm products and the re- 


cent efforts to increase price sup- | 
ports in terms of parity and to put | 
price | 
| would eliminate the 
| efficiencies which have become | 


off going over to flexible 
supports, are all indications of the 
growing income bias underlying 
agricultural price policy. 

statement the Secretary 
April 7, 


of on 


income standards is unmistakably | 
clear on this point. 


The fruit of economic analysis | 


is not being garnered. Instead, 
some of those who speak for ag- 
riculture are reaching for 
forbidden apple, and for 


The contributions of economic 
analysis to the resource allocation 
and to the income distribution 
problems have been presented 
with a good deal of care both by 


myself and others, as they apply | 


“Provisional Definitior 


3 In exhibit A, 
included in the 


of Income Standard” 


| statement by the Secretary of Agricul- 


ture of April 7, 1949, is an index of 
prices paid by farmers, constructed sc 
that it averages 100 for the years 1939- 


48. The old parity ratio for these years | 
See The Economic Re- | 


averaged 106.4. 
port of the President, 
Table c-22, p. 121. 

4 Two very misleading rationalizations 
are being advanced for the view that the 
size of the farm income that is desired 
| should come first, and that all othe: 
should be put 
One of these 


January, 1949, 


ondery position. is the 


issertion that 


lower farm prices reduce 


| production because when farm prices de- 


cline, agricultural production is_ inde- 
pendent of farm prices. Under specia' 
conditions, for example, when many re- 
sources are unemployed in the _ non- 
agricultural sectors of the economy 
‘ower farm prices will not induce @ 
ransfer of labor or of capital out 
But this conclusion simply 
not valid when the industrial-urban sec- 
ters are operating at a high level of 
employment and production. Moreover, 
‘ven when unemployed resources. ar: 
‘arge a shift in relative prices within 
agriculture will 
the use to which they put the resources 
under their control even though 
everall contradiction may occur. 
econd assertion 


whereas farm prices will not do so. 
Yelief is closely akin to the first, al- 
its source makes the assertion 
much more suspect, for it is usually 
those individuals who have a vested in- 
‘erest in the old agricultural contro! 
~rachinery who go all out for this view. 
Two remarks are in order. In the first 
»lace, the experiences of the late thirties 
‘ndicate that the control programs, ex- 
cept under the drastic restrictions im- 
upon cotton, did not reduce th: 


cutput. In the second place, and much 


| more important, under conditions of full 
| employment 


both theory and practice 
provide no support for the view that 
relative prices will not bring production 
in line with demand. 


/income have to sell? 





| making 


The | 


justifying the proposed | 


| when neither price floors 


the | 
the ad-| 
verse consequences that go with, 
that act.4 


| fact 


under no conditions wil! | 
agricultural | E 
|} must also be considered to the 
|extent that their efficiency and | 
| acceptability as price-making in- | 


°; | ingful either as a guide in making | 
production plans for the next pro- | 


induce farmers to shift | 


no | 
The | 
is that acreage allot- | the 
ments and marketing quotas will check | 
| and control agricultural production 


This | 


is not an appropriate apparatus for 
lessening the inequality in the 
personal distribution of income. 
If it were, why would we encum- 
ber ourselves with a complicated 
system of progressive income and 


inheritance taxes instead of sim- | 


ply increasing the price of the 
resources which the particular 
families who should receive more 
To attempt 
to use price supports for this pur- 
pose will have two highly unde- 
sirable consequences: (1) It will 
seriously impair the capacity of 
prices in allocating agricultural 
resources, and (2) It will affect 
adversely the distribution of in- 
come within agriculture in spite 
ot the _ restriction imposed to 
limit the size of the benefits go- 
ing to large farm operators. 


Ill. By What Procedure Should 
Farm Products Be Priced? 

Pricing is simply a way of or- 
ganizing and managing economic 
activity. Different pricing pro- 
cedures will do this job with dif- 
ferent degrees of efficiency. What 
we want in this case is a more 
efficient way of pricing farm 
products. How may this be 


| achieved? 


One procedure would be to 
place more of the task of price- 
than is now the case 
privately organized insti- 
govern- 


upon 


mental rules and 
The arguments in favor 
doing this are quite powerful. 
obvious 


ol 


»>mbedded in the existing price 
support and control programs. 
These . uncoordinated aspects of 
farm 
appear as they did for the most 
vart during the years since 1941 
nor ceil- 
were effective. It would 
about a complete separa- 
tion of the “resource allocation 
oroblem” from the “income dis- 
tribution problem” which has got- 


ings 
bring 


| ten into pricing via government. 
| Unless this separation is achieved, 


the efficiency of whatever pricing 
procedure is employed will be 
seriously impaired. The unstable 


curred did not necessarily lie at 
the door of these institutions, for 


|they merely reflected the general 


instability that so profoundly af- 
fected our entire economy. 
remains, however, 


of 
in 


privately 
this field 


The shortcomings 
organized markets 


stitutions is affected. They have 
not provided farmers’ with 
meaningful futures price—mean- 


duction period, which is common- 


i'ly from one to three years on 


ahead, or as a hedge for safe- 


guarding their forward commit- | 
Future price transactions | 


ments. 
which have been developed by 
organized commodity 
changes serve other purposes. The | 
vrivate marketing system, as we | 


' have known it, has not performed | 


the storage function at all satis- 
factorily. Here, again, it is not 
the short-run’ distribution of 
stocks which has been seriously at 
fault, but the distribution of 


5 In my Redirecting Farm Policy, New 
York: MacMillan, 1943; Agriculture in 
cn Unstable Economy, New York: Mc- 
Sraw-Hill, 1945, especially Part IV; and 
D. Gale Johnson, Forward Prices 
Agriculture, Chicago: University of 
Chicago Press, 1947, Chapters 2 and 3. 


regulations. | 


It | 
in- | 


prices would quickly dis- | 


‘field of storage and the other 
| safeguarding farm income in the 


The | 
that one | 
_of the unfortunate legacies of the 
| great depression is a widespread 
| loss of faith in the efficacy of free | 


in a see | markets. 


a | 


Cz= |} 


for | 


| stocks to bridge large and short 
|crops, the most important being | 
the accumulation and discumula- 
tion of feed to counteract the 
wide fluctuations in feed produc- 
tion caused by our continental 
climate which continues to affect 
our livestock economy adversely. 


A more serious limitation than 
either of the two already noted, 
although not unrelated to them, 
has been the year-to-year 
ing aside the seasonal fluctua- 
tions) variations in farm prices 
and the uncertainty that these 
variations have imposed on farm- 
ers. In a recent paperé I pointed 
out that, over the years, the prices 
of the more perishable farm prod- 
ucts have fluctuated less than 
have the prices of the more stor- 
able products, and that the mis- 
allocations in resources which 
have become embedded in Ameri- 
can agriculture, that is, the in- 
efficiency with which capital and 
labor are employed, including the 
matter of scale, appear to be close- 
ly related to these variations in 
tarm prices. If this preliminary 
analysis is sustained, it would in- 
dicate that product storability 
has not acted to stabilize prices 
from one year to another as it 
should, but on the contrary, has 
been a factor contributing to 
price instability in the market set- 
ting which has existed. It may 
well be true, however, that this 
perverse effect of storage has been 
| brought about by the overall un- 
| stable conditions, and that the 
| corrective lies in monetary, fiscal, 
| and other general policies. 








| Let me conclude my observa- | 


| tions on privately organized mar- 
kets with this remark: Much more 
attention should be given than is 
now the case to ways of removing 
these limitations with a view to 
strengthening and enlarging the 
role of such price-making 
‘tutions. In any event, it is still | 
clear that despite all of the farin 
programs which have emerged, 
| these markets still perform a ma- 
| jor function in pricing farm prod- 
' ucts. 
Another 


procedure in pricing 
farm products would consist of 
governmental action intended to 
supplement the existing privately 


| organized markets in two direc- 


in the 
in 


tions, one of these being 


event of a depression. On first 


| thought, it might appear that this 
conditions that characterized the | 
period from 1914 to date have | 
dlaced an undue strain on price- | 
| making institutions. The fault for | 
the wide swings in prices that oc- | 


essentially what the existing 
price support programs are trying 
to accomplish. I am sure, however, 
that the accumulation of cotton, 
wheat, corn, and other farm 
products prior to the war, and that 
taking place very rapidly at pres- 
,/ent, was not and is not the result 
‘of a carefully developed storage 
policy, but rather the consequence 
of holding the farm price of these 
products at 90% of parity, regard- 
less of storage requirements. Our 
storage operations are, therefore, 
merely a by-product i 

|miss affair without design /or 
principle. This is not thee place 
'or occasion, however, to present 
the essential features of a defens- 
ible storage program; suffice it 
'to say that we are badly in need 
of a storage program which will 
'not only give us adequate stocks 
of the right products held in the 
right places for national security, 
| but which will also come to grips 
|'with the problem of widely fluc- 
tuating feed supply. 


1S 


income in the event of a depres- 
sion? I will not repeat the argu- 


‘this type; 
briefly on criteria and procedure. | 
Is parity based on 1910-14 or on ti 

Secretary’s new income standard 
a meaningful criterion for deter- 
mining when a depression is un- 
derway in the United States? The | 
answer, I am sure, must be in the 
| negative e. Although the new in- 
'come standard specified $26,234 | 


“Spot and Future Prices as Produc- | 


Proceedings of the ~ apiaae 
Association, 1949. 
Cleveland meetings in 


‘ton Guides,”’ 
ican Economic 
paper read at the 
‘December, 1948. 


(leav- | 


insti- 


What about safeguarding farm | 


ments for governmental action of | 
instead let me touch | 


‘million for agriculture in 1950, no 
one would contend that in the 
event the farm income were to de 
exactly $26 billion or substantially 
less than that, therefore unemploy - 
ment would be widespread; the 
aggregate income and demand of 
‘the U. S. economy would be down 
|and depressed. On the contrary, 
the farm income in 1950 could fall 
several billion dollars and the 
economy as a whole might be ex- 
periencing another inflationary 
period. The same remarks may 
be applied to the old parity or to 
farm prices held at no higher than 
90% of parity. 

At this point I can only repeat 
what I have said elsewhere on 
this matter. To safeguard farm 
income in the event of a depres- 
sion, it is necessary to ascertain 
with reasonable accuracy when a 
depression is at hand and when it 
is over. What is needed is a meas- 
ure of events affecting economic 
expectations in the urban indus- 
trial community. Whatever indi- 
cators are used for this purpose, 
they should not include agricul- 
tural production, prices, or income. 
The principle of drawing a sharp 
line of demarcation between agri- 
cultural and other industries for 
this purpose is exceedingly im- 
portant.7 

Once a depression exists, and 
leaving it to the political process 
to determine to what extent the 
income of farmers should be 
maintained, how is this objective 
to be achieved? Obviously some 
way must be found of supple- 
menting the income of farmers 
under these conditions. Here we 
have the case for what I have 
| been prone to call ‘“‘Compensatory 
| Payments.” In summary, these 
|payments should accomplish the 
| following: 

(1) Reduce 
farm income 
| fluctuations. 

(2) Do this in a manner and at 
ia time that will make the pay- 
| ments counter-cylical in their ef- 
fect, and 

(3) Make the payments to 
farmers in a way that will net 
disturb agricultural production or 
the trade in farm products.® 

This proposal does not envis- 
age the interference of the gov- 
ernment in pricing farm products. 
It would leave market prices free 
to clear the supply and demand, 
regardless of how deep or wide- 
spread the depression. Moreover, 
as an administrative technique, it 
is fully as applicable to storable 
as to perishable farm products, 
and in principle, no distinction 
should be drawn between them. 

An important alternative pro- 
cedure in pricing farm products 
would be to undertake a system 
of forward prices to complement 
the existing price-making institu- 
tions. This step would strengthen 
'such institutions in precisely the 
area in which they are weakest, 
since they do not provide farmers 
with a set of relative prices that 
|are efficient as production guides, 
but instead impose, as I have in- 
dicated, much unnecessary uncer- 
'tainty upon farmers. 

I may be permitted to draw 
upon my colleague. Professor D. 
Gale Johnson, briefly at _ this 
point, by indicating that the basic 
aspects of forward prices are few 
in number and extremely simple: 
; (1) The prices should be an- 
| nounced sufficiently far in ad- 
vance to enable farmers to adjust 
their production programs to the 
prices. 

(2) The prices should cover a 
sufficient amount of time to per- 

farmers to complete their 

“| production plans. 
| (3) The prices or price sched- 
‘ules which are announced should 
be clear and precise so _ that 
i\farmers can readily interpret 
| their implications for themselves. 
(4) The prices or price sched- 
ules adopted should be_ those 





the 
caused 


instability of 
by business 








7 Agriculture in an Unstable Economy, 
223. 
& Agriculture in an Unstable Economy, 
223. 
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These ‘seed have _ also 


among those which have been | ; 
cultural production. 


sown. They may have fallen on 
infertile soil, with conditions for 


germination anything but favor- 


able. it is plain that the Sécre- 
tary of Agriculture has not pro- 
posed a system of forward prices. 
There is no intention in any of 
the plans under consideration to 
adopt prices which will achieve 
the output desired and to an- 
nounce them in advance of the 
time farmers make their commit- 
ments for the next production pe- 
riod. Again and again economists 
have taken the pains to point out 
that prices based on _ parity 
whether they be tied to 1910-14 or 
to a recent 10-year period, are in- 
escapably backward in their ori- 
entation. Parity is 
upon a formula. The formula is 
dependent upon history, and his- 
tory does not choose to repeat 
itself. No formula based on 


tell us much about the present 





dependent | 





which achieve the desired output.? | value of farm products, and even 
been | less about the relative prices that 


will be efficient in guiding agri- 


of course, ways of making ary 
particular parity or income stand- 
ard less harmful than it would 


| otherwise be; one way is to allow 


a wide range of administrative 
discretion as in the early AAA 


legislation, and another way is to 


| build in various kinds of flexibili- 
| ties. 
| Agricultural 
ithe fact that it will do the least 
|harm to agricultural production | 
/and to trade in farm products. 


The merit of Title II of the 
Act of 1948 lies 


No one should underrate the 


| power of ideas in reshaping our 


economic institutions. But this is 
always in the long run. Mean- 
while we should do well to keep 
our eye on the consequence of the 
price support programs on which 
we are embarked. They, too, will 
have their effect on the shape of 


| things to come. 
either the near or distant past can | 


9 Forward Prices for Agricu‘ture, al- 


ready cited. Introduction, p. 11 


Capital, Jobs and Taxes 


(Continued from page 17) 


chine. It might pay for the idle 
one; but it coldn’t make it busy. 

I am not talking accounting 
terms. 


understanding would be avoided| 
if we could spread the habit o! 


thinking of the capital of 
panies as we do of bales of cot- 


ton, as things and not as dollars. | 
At this point, you who are fa-| 
miliar with capital, may be think- | 


ing politely that these distinctions 
I have drawn between money and 
capital are “‘“much ado about noth- 
ing.” that they are trite and 
consequential. I wish that 

were. 


they 


of capital and produces 
grave consequences. 

In the field of corporate statis- 
tics, Company A adds in at one 
million dollars and Company B 
adds in a twice as much. The 
busy machine and the idle one 
score ten thousand apiece. 
public mind a company 
capital stands at two million 
twice the size of one which 
measured at half as much. The 
discerning mind will tabulate the 
equipment and its productivity 
and test by end results; but the 


money 


r 


is 


capital and as 
thing. 

The gravest consequences arise 
in the field of politics. If con- 
stituents and their representatives 
misuncerstand the nature of cap- 


money 


itail and identify it with cash,)| 
they see, with the reality of a| 
mirage, inrmense reservoirs of | 


funds upon which popularly hu- 
manitarian but impractical pro- 
grams may draw. They lose signt 
of the limitations of capital and 
they underestimate the need for 
strong inducements to place sav- 


ings into the long, complicated anq | 


risky process of conversion into 
capital. If money and capital are 
the same, in the voters’ 
legislators 
it is to visualize a steel mill 
place of a Treasury balance. 


, 


Capital Must Be Grown and 
Processed 


ft am not suggesting that | 
we give up bookkeeping. What I) 
am suggesting is that much mis-| 


com- | 


in-| 
The amazing fact is that} 


they are not trite, as they should) 
be, and the popular identification | 


| knows his importance. 


In the} 
whose | 


is| 


and the| 
minds, ‘then how easy | 
in | 


| tal business. 


terial, which is, in our case, mon- 
ey. We have gathering and proc- 
essing establishments and finally 
we have markets for the finished 


product. The savers who produce 
cash, the investment bankers 
banks, insurance companies and! 


dealers who gather it, the busi- 


ness managers who process the 
raw cash into operating capital 
and finally the stock markets | 


where capital, in its finished form, 
is bought and sold, all these and 


process. The raw material that 


enters the process is money: but | 


the output is capital. 

In our business each participant 
in the process considers his part 
the most important. Talk to the 
nan who risks his money. He is 
sure he plays the biggest part. 
Talk to the investment banker—he 
helped finance the process—he 
The man- 


ager developed ulcers and high 
blood pressure in _ translating 


money into plans and trained men 
and equipment to execute them. 


He hasn’t any doubt that he is the, 
me—the | 


main spring. Talk to 
stock markets where shares in the 
finished product are bought and 
sold and the various kinds of de- 
mand are evaluated and reflected 
back to guide the process are with- 


: é ; : | out question the most critical posts 
discerning mind does not think of | I 


the same} 


in the process. 


I suppose the cotton planter con- |, 


siders himself the essential fellow 


in the cotton business and the gin- | 


ners, carders, spinners, weavers, 


.dyers, and distributors are all pre- 


pared to assert their indispensa- 
bility against his claim. 


The fact is that in the capitai 


business, like the cotton business, | 
is essential and each) 


each step 
part does its job so long as it is 


profitable or offers the expecta- | 


tion of profit. In each, the initial 


job is planting seeds or saving 
;money. If there is not sufficient 


inducement to save and put one’s 


savings into the process of capital | 
formation, then the business dries | 


up at the source. 


How Capital Can Be Made Useful 


how you may place it in the capi- 
You can put it in a 


Fortunately we suffer here from | bank and let the bank loan it or 
no misunderstanding about capi-| you can loan it yourself. You can 


tal. We know that, like cotton, it) 


must be grown and processed be- 
fore it becomes useful. 

As Fresident of the New York 
Curb Exchange I am in the busi- 
ness of growing capital and it is 
part of my job to worry about the 


conditions which affect my crops. | 
excessive | 


It does not take any 
fancy to liken the capital 
ness to the cotton business. 

The broad base On which our 
business rests is the thousands of 
planters who grow the raw ma- 


busi- 


The expectancy is that on 
date you will and can pull it out. 
is to commit. 
your money permanently to the 


buy insurance and let the insur- 


The 
makes 


exercise 
money 


of your heirs. 
these choices 


the process of creating 


the due 


Your other choice 


process by contributing it to a 


company for a share in the busi- 
ness or by buying a share from 


There are, | 





in | 


' stocks which have been issued 


basis to} 
capital. | 


| levels 


someone else who has contributed 
in the past. In exercising these 


choices you directly or indirectly | 


participate in the process of per- 


If someone had designed the tax 
structure to stifle the process of 
converting savings into permanent 


: -| capital, he could not have done a 
manently increasing the supply of | better job than has been done. The | 


money available to build into cap-| major source of equity capital has 


ital. 


It doesn’t take a very large} been, and probably must be, the 


return to induce people to make! savings of people in the so-called 
their money available on a tempo- |“‘upper income brackets,” that is 


rary basis; but the inducements 
must be substantial before people 
will make it available perma- 
nently. 


| heaviest 
| minority 


| with incomes above $5,000 a year. 


The income tax rates have their 
personal impact on this 
of the population 


All this is a normal process. But} this minority of the national in- 
what happens to it when someone,| come. They have made an invest- 


who thinks capital and money are 


the same or readily convertible | tive to the people on whom we all! 
‘into each other, 
| with it? 
ernment and its laws are based on| pany pays out 40% in dividends, | 
‘this misconception, several wing?) se the average company did 
| 1948, 


Starts tinkering 
If that someone is gov- 


happen. 


ment in common stock unattrac- 


reiy for such funds. If a venture 
is highly successful and the com- 


the “take home” income 


| taxes, 


,the capitalism described 
|communist enemies and by do- 


and | purses - F 
‘help this situation until the job- 


‘holders who are the voting ma- 
| jority and the chief beneficiaries 


in | 


system is to cite the fact that over 
80% of the entire national income 
from all sources goes to people 
receiving less than $5,000 a year. 

When I add that all these fig- 
ures are based on income befGre 
we get some idea of how 
different capitalism is in fact from 
by our 


mestic demagogues. 


No politician can materially 


of the system realize the stake 


' they have in the constant building 
|of new capital, 


Conclusion 
It is up to all of us to study and 


The first thing that happens is| after taxes will be too low to war- | understand the role which capital 


work are whittled 


| that the inducements which make| rant the risks involved. 
| the process 
|down or eliminated all along the 
_iine. Why should there by any in-| after paying the corporate income 'edge bring you to the same con- 


Suppose each share in the ven- 
ture cost $100 and the company, 


| plays in our country, what makes 
| it 
| growth. 


and what. stunts Hs 
If this study and know}]- 


grow 


ducements to persuade money to | tax, still showed earnings of $14.50 clusions I have reached, then it is 


cash or be productive as capital? 


The second thing that happens| 


is that, with the 
diminished or subjected to ceil- 
ings. the process of growing capi- 
tal begins to slow up. Government 
then attempts to offset this obvi- 
ous embarrassment by raising 
taxes (thus reducing the induce- 


sighted action government 
the seeds of future capital. 
an “Operation Bootstraps” is the 
logical consequence of thinking 
that cash and capital are inter- 


| Changeable and, incidentally, that 


the sources of cash are inexhaust- 


mare ada” ae aie 1. | ible. 
many more are necessary to the 


Present Reluctance to Invest 

Let’s take a look at this process 
at work. There is such a mass of 
statistics and conflicting economic 
deductions available about what is 
happening that it seems almost 
hopeless to grasp anv reliable 
trends. However, a few rather re- 
markable occurrences stand out. 

The first is that, despite high 
levels of industrial 
people have become increasingly 
reluctant to contribute permanent- 
ly to industrial capital. 


The test of whether people will | 





production, | 
| process of becoming capital. ivi 
‘the long run it will only be com-| based on the political nonsense 
| mitted permanently to those risks! called “Soaking the Rich” takes 


Own- | away the incentive to risk money 


the $100 seems to receive a yield 
of 5.8% on his investment; 
that is before he pays his taxes. 


inducements | If his income, before this dividend,| * 
| was $10,000 his yield drops to less | C@Sh, 
than 4%. If his income was $50,000 | 


|his yield 


falls to less than 2% 


Why should he take the risk of 


contributing permanently to the | be asse 
nus | formation of capital when he can} 
'ments still further). In such short! get the same or a 


beiter 


when 
to 


the income 


the 


In 1913. 
amendment 


was silenced by the Chair 
being frivolous in his arguments. 


_| which a 
risked to buy and which can only 


income | 
—_ from a temporary contribution? 

. | 
i tax | 
Constitution | 
was under discussion, one Senator | 
for | 


|act like capital if there is nothing | a share and paid out 40%, or $5.80,' equally your duty to find and con- 
more to the process than deciding | in dividends. The man who risked 
| whether you want it to lie idle as| 


vince people who disagree with 


|; you, not those who already agree. 
but | 


We must make them realize: 
First: That capital is not mere 
but a combination of tools 
and factories 
must be 


and machinery 
lot of money 


mbled with the expendi- 
ture of immense amounts of time 
and training and wise and lucky 
decisions which mere money can’t 
buy; 

Second: That the money which 


is an essential element in grow- 
ing this thing called “capital’ 
must come in large part from 


He had criticized the amendment | those whose incomes permit them 


with the comment that it could be | to 
‘used to impose a tax as high as; they cannot be expected to put if 
/}up unless they can hope for real 


possibly 25% of a man’s income. 


Today, some of us are considered | ‘take home” 
/utterly unrealistic when we plead | out the risks and win; 
| that for the sake of the system, if | 


not for the sake of the individual, 
everybody should be allowed to 
keep at least 50 cents out of every 
dollar he earns. 

Money is not: capital and it 
must take a lot of risks in the 


if a real inducement exists. 


voluntarily place their money in|ers of money are like mules in 


the process is whether or not they | 


this respect and no amount ol 


do. The records against which this! beating them on the behind can 


test may be made are not open to| 


question. 
sales of new securities through 
dealer organizations and the rec- 
ord of transactions in issued secu- 
rities on the’ stock exchanges. 
These records show an increasing 
reluctance to buy new common 
and preferred stocks. They show 
a generally diminishing interest 
in either acquiring or disposing of 
in 
at 
in 


the past despite the low prices 
which these shares are offered 
relation to earnings. 

During the past four years the 
percentage of new capital raised 
by selling common and preferred 
shares has fallen from about 52% 
to about 20% of the total. 

During the past four years the 
annual volume of stock transac- 
tions on all exchanges has fallen 
from around 800 to about 550 mil- 
lion shares and in the first quar- 
ter of this year it was at an even 


: | lower rate. 
If you can save money you are} 


|faced with several choices as to 


The second notable fact is that 


| during the same four years people 
| have had available record amounts 


of unused cash on deposit in banks 
and have been willing to buy in- 
creasing amounts of life insurance 


ance company loan it for the ben- | 2% corporate bonds. Significantly, 


efit 
of 
available on a temporary 


during these years there has been 
heavy investment in tax exempt 


muricipal securities. 


The Impact of Taxes 

Certainly there are many rea- 
sors to explain why, with money 
available and business at 
people have shown a de- 
creasing willingness to furnish 
equity capital. I do not think that 
the least of these reasons was tax- 
ation. 





They are the record of} out front. 
| tem 








record | 


ever equal the effect of a carrot 
The present tax sys- 
doesn’t mean to recognize 
that a large carrot is necessary. 
The worst part about these twin 
problems of capital and taxes is 
that they are so clouded by ignor- 


ance that many of the legislators | 
are | 
haga ee a. |apples, I 
afraid for political reasons to even | apy 


who do understand them 


try to bring them into balance. 


The Problem of Jobs 


That remark brings me rather! 


late, but rather neatly I hope, to 
my third apple—Jobs. 
I don’t need to spend any time 


proving that capital and _ jobs 
have the same relationship as | 
parents and children. We have 


all seen the figures about what a 
lot of capital stands behind each 
job in every industry. We know 
that even an individual who wants 
to employ himself must save and 
train and plan, that is, create cap- 
ital, before he can give himself 
the job. We can take it for 
granted that “no capital—no job” 
is a simple, factual statement. 
What is not so generally known 
is that the principal beneficiaries 
of capital are those who hold the 
jobs it makes available. The 
American Economie Foundation 
has figured out that the total na- 
tional income goes 90% to 
ployees and individuals who are 


i self-employed; that is, whose jobs 


are provided by their own or 
someone else’s capital. Only 10% 
goes to those who own capital, 
which others pay to use, and of 
these capital payments 70% goes 
to people receiving less than 
$5,000 a year. Another way of 


| pointing up who benefits from the 





In | 


Le 


‘result is to “Sink the Jobholdeyx 


| couldn't be Taxes. 
/ which can and do suffocate boih 


| any 





em- | 


take the risks involved and 


profits if they ride 


Third: That the overwhelmingty 


‘largest portion of the wealth pro- 


duced by our capitalistic system 
goes to the employees of the sys- 
/tem and not to the people who 
|own the capital; and 

That anv tax structure 


Finally: 


its end 


” 


in building capital and 

You have my apples, Atlania. 
Capital which creates Jobs, Cap- 
ital and Jobs without which there 
And Taxes 


Capital and Jobs. 

If I have caught you with these 
reluctantly waive my 
claim on condition that you marry 
statesman who will keep 
three subjects their 


these in 
proper balance. 


Corlies & Booker to Admit 

Joseph P. Shea will acquire the 
New York Stock Exchange mem- 
bership of Robert Howard Whiton 





on May 19 and will become a 
; partner in Corhes & Booker, 40 
Wall Street, New York City, 


members of the New York Stock 
Exchang 
—qOwuweareae 
Now Belanger, Inc. 
MONTREAL, QUE... CANADA. 
—The firm name of Paul Gonthier 
& Compagnie, Ltd., 276 St. Jamés 
Street, West, has been changed 
to Belanger, Inc. There has been 
no change in the officers of the 
firm. 





With Wm. R. Staats Co. 


(Special te THE FINANCIAL CHRONICLE) 
SAN FRANCISCO, CALIF. — 
Ruth C. Blank has joined the 


staff of William R. Staats Co., lll 
Sutter Street. 
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machine or mechanism. A good 
illustration is that there never has 
been anything inherently defec- 
tive about the gold _ standard 
mechanism. The difficulty which 
makes so many people believe that 
it is defective as a mechanism is 
really that society has wars which 


wreck it and many other fine 
mechanisms. In fact most of the! 
world in the discernible future 


will not return to a gold standard. 
Yet our gold system in the United 
States today is in the enviable 
position of being envied by every 
nation on earth. Moreover though 
it was fashionable to belittle the 
gold standard in the 1930s, as a 
result of the war’s experience, we 
have come te a new high appre- 
ciation of the service our gold 
rendered us. Never in a $400.000.- 
000,000 war was there a question 
about our ability to finance any 
project for winning the war, how- 
ever high might be its cost. To 
be sure, our productive power was 
of first importance here. Our 
maintained liquidity, however, 
was throughout the war the envy 
of every other nation. This envy 
was frequently given expression 
by The London “Economist.” To- 
day the dollar is still hard. In 
war it gave us so little concern 
that it released all our energies 
tor war’s destructive work. 
Problem of Wise Money 
Management 

I am sure, though my topic has 
to do with madness and its cure. 
that I make no mistake in inter- 
preting your wishes, and those 
who originate this series, that I 
am wanted to tell how we can get 
Sanity or stability and what money 
management can wisely do to 
help us. 


The requirements for economic 
Stability are severe indeed. They 


are so severe that they cannot be | 


wholly achieved. Therefore ame- 
liorative measures are always go- 
ing to be needed. Take for exam- 
ple today’s widely discussed farm 
policy proposals. We have farm 
price and income aids because it 
1s Our society’s wish not to allow 
competitive agriculture to with- 
Stand the onslaught of the forces 
which its own most nearly perfect 
competition creates in a society 
which lacks such perfection of 
competition in many other areas. 
Our society now has the means to 
ive all groups a good minimum 


defense against untempered eco-| 


nomic blasts. 
ways and 
Steadily explored. But as we pro- 


For agriculture the 


ceed in other areas and particu-| 
larly for the central feature of our | 


modern industrial economy, mon- 
ey is to play an important part. 
Before turning to the require- 
ments for “a cure for money mad- 
ness,’ a striking term for economic 
rather than emotional instabilty, 
I want to fulfill the 


that out of the experience of two 
wars and one monetary accident 
Wwe have learned the art of control 
of money to serve us as far as our 
wisdom may direct. In the first 
war our government incurred to- 
tal budget deficits of $22,000,000 - 
000. Those deficits were easily 
financed but much less easily fi- 
nanced than deficits of ten times 
that total in the second war. 

In terms of wholesale prices. 
that magical addition to the coun- 
try’s total stock of spendable funds 
produced an inflation which 
heightened the price level from an 
index oi 100 in 1913 to a level of 
195 in 1918. Then starting early 
in 1919 our bankers next so rap- 
idly expanded private credit that 
in the short space of nine months 
their autonomous extensions of 
private credit enlarged the credit 
of the type the banking system 
creates by no less than one-quar- 
ter. That 25% expansion in private 


means to do this are! 


: inherent | 
promise of my earlier statement | 


credit brought a still further in-. 


'flation of the wholesale price level 
| from 195 to its peak of 245 reached 
'in May 1920. 
| That level in the now 150 years 
'of our researched price history 
| was our highest until last August. 
|Then it was surpassed but only 
'for a few weeks and by the very 
'small margin of 3%. I draw no 
‘conclusions nor assess any respon- 
| sibility for the consequences of 
that first war period and its alter- 
math. I simply record the fact 
that we were “going on our way” 
in learning the art ot mastery over 
money. We had used money for 
war. 
we had learned a new technique. 
The depression of the early 
1930s deepened with a ferocious 
intensity to send our index of in- 
dustrial production to a level of 
54 (based on the middle 1920s as 
100). The similar production in- 
dex in Germany fell to 53. Our 
two countries had no rivals for 
the complete stages of their in- 
dustrial paralysis. Should anyone 
wonder why industrialists sup- 
ported the Nazi regime in Ger- 
many the index of corporate in- 
dustrial profits is evidence. That 
index fell to a figure minus by 


than 100% minus in 1932. As prices 
in the United States had fallen by 
40% from the levels of the decade 
of the 1920s. we groped for more 
radical and drastic means to miti- 
gate the harsh effects of a near- 
wrecked economic machine. 


Money Magic 


Money magic was now resorted 
to on the prescription of a super- 
intellectual salesman, Professor 
George E. Warren, agricultural 
economist of Cornell University. 
|His simple thesis was that if we 
| were insistent upon remaining On 
'a gold standard we had better tast 
| learn how to make gold adaptable 
|in quantity for our needs. Our 
/needs were for full economic out- 
| put of constant prices. Professor 
| Warren’s reasoning, I heard him 
| give it in detail before the Senate 
| Committee on Banking in January, 





| 1934, was to reduce the gold con-| 


| tent of the dollar. It was to be 
| reduced sufficiently so that we 
| might have enough more dollars 
|for reserve needs for a_ large 
| enough monetary circulation to 
| sustain full economic output at a 
| maintained and desirable output 
'and at normal and stable price 
levels. The result was that we 
recounted our stock of gold from 
| $4,000,000,000 to $7,000,000.000. 
We did so by the simple device of 
| making each dollar appropriately 
and accordingly smaller. “Appro- 
priately smaller’ proved to be 
40.94% smaller. But here an acci- 
dent (or miscalculation as one 
may prefer) occurred. What had 
not been reckoned upon was the 
force of this change. To see that 
force the change must be stated in 
another way. 


A restatement of the change in 
the gold weight of the dollar to 
59.06% of its former weight, main- 
tained then for precisely a cen- 
tury, is given by the simple state- 
ment that we now valued gold at 
$35 an ounce instead of its cen- 
tury o!d value of $20.67. Thus in 
the effort to make a larger reserve 
of gold out of our own stock, we 
of necessity had increased the 
price we would pay for all goid 
from other countries by no less 
than 69%. We did that at a time 
when our own wholesale price 
level was reduced by more than 
a third of the 1920 level and when 
common stocks for example were 
selling at prices of less than one- 
fifth of their 1929 quotations. 
Chrysler common, for example, 
since split in two and now selling 
at about 55, sold as low as 35! 


d42 
during this period of madness in 
things economic. 

Our madness was evidenced by 
our _placing upon the’ bargain 
counters material wares at a dis- 


Thereby for modern times| 


more than 150% in 1931 and more | 


Money Madness—Is There a Cure? 


count of a third, our agricultural | 20%. 
and food products were then being | 
sold at a discount of about 50%, | 
securities at an) easl 


and our equity | 
enormous decline with many fair 


grade bonds, soon re-financed at) 0! 
rates of interest, then | tes. 
These | 


{about 4% 
being sola to yield 8 to 10%. 
bargains were offered to all com- 





!now average sli 


| 


additional reserves based upon) 
present reserve requirement which 
ightly more than 


(5) This additional reserve re-| 
quirement of the banks could | 
ily be provided by the Federal | 
Reserve System purchasing $10,- | 
00,000,000 of government securi- 


(6) Upon this purchase of gov- 


/ernment bonds in the public mar- 


ers. The rest of the world had far | 
more confidence in us than we had | would make the commercial banks | 


in ourselves. 
were accompanied by 
to pay a 70% 
without limit for al 


The bargain prices | reserve 
our ofter| purchase requirements only $40,-) 
increased price | 000,000 000, the commercial banks | 
1 the gold the| would be supplied with Federal | 


kets or from the banks (which | 


requirements and bond | 


| world could garner with which to| Reserve credit adequate to sustain 
i'the increased volume of deposits | 
i which originated to their purchase | 


| pay for American bargains. 
Madness! No doubt of it. 


The final effect was that our | of $50,C00,000,000 of government 


gold stock was increased from 
$7,000,000,000 to $17,000,000,000. 
The world, at our insistence, in- 
creased its rate of gold mining 
four times in value and more than 
twice in quantity. We had Pro- 
‘fessor Frank Graham’s “golden 
avalanche’”’—an accident of colos- 
sal proportions. 

That avalanche created what the 
'London “Economist” has_ since 
termed “the impregnable liquidity 
of the United States.” 
| Gold was attracted to the United 
| States (1) by the high price of 
$35 an ounce we were now willing 
to pay for it and (2) by the very 
low prices at which our commodi- 


ities and securities could be bought | 
with that gold. At the same time) 





| 
| 


| 
| 
| 
1 


gold was increasingly being re-! 


pelled from Europe because of the 


| increasing political and therefore | 


economic security there. In late 
1939 and in 1940, after the out- 
break of war in Europe, almost 
$6,000,000,000 more in gold came to 
‘the United States. This, together 
with the net import of another 
billion dollars since 194i, has 
given us a total gold stock now 


|}in excess of $24,000,000,000. Thai | 


is six times the amount we had at 
the time of the devaluation of gold 
very early in 1934. The accident 
(of monetary devaluation, a phe- 
| nomenon wnich happens less often 
| than a visit of Hailey’s comet, had 
| now had its full and immense re- 
| percussions. 
_ Mechanies in Creating Money 
Before turning to the require- 
ments for economic stability and 
what can be done to end money 
madness in the future I should 
like to give a brief demonstration 
of the mechanics involved in the 
creation of a large spendable sum 
to be placed at the disposal of the 
Federal Government. Let us as- 
sume that the Federal Govern- 
ment, for reasons we take for 
granted and do not inquire into, 


should require an additional $50,- |, 


000,000,000 to be available to 
for the needs of 
keeping wisely or unwisely plan- 
ned as the case might prove to be. 
There are several ways in which 
this money could be obtained. If 


it | 7 gp i 
its own house-| madness can continue if money Is 


bonds. 

(7) Because the Federal Reserve | 
System has a reserve ratio twice | 
its required legal minimum, no 
action would have to be taken to 
enlarge its reserves. Those re- 
serves today are at an amount 
which is equal to about 50% of 
liabilities against which such re- 
serves must be held. The legal 
minimum of that reserve require- 
ment early in 1945 was reduced 
from 40% to 25%. 

Thus we observe that we have 
full control over money in any 
amount contemplated as needed 
by sovereign government. Money 
can be made to serve whatever 
needs society would like to have 
it serve in whatever amount so-| 
ciety needs. 

To arrange to. secure that 
amount of moncy without thought- 
ful planning and without a careful 
“sale” of the purposes for which 
the money is to be used would ia- 
deed be money madness. 

Doing the operation clumsily 
would simply be a refined form| 
of green-backism and would lead) 
to an equally dangerous substitute | 





for sheer printing press money, a 
crude form of money inflation. In| 
fact, it was this kind of inflation | 
which led Harry J. Schermaa,| 
head of the Book-of-the-Month | 
Club to write one of the most) 
widely circulated tracts against 
inflation of the war years. That| 
tract was entitled “Dangerous! 
Dollars.” 

Thus, we observe that y 
has come under our full control 
by virtue of a more complete 
knowledge of the processes and) 
legal arrangements by which it 
comes into existence. 

Now we can say then that our | 
wartime and depression period ex- 
perience with money yielded the 
lessons which have made money 
an agent in man’s service. Money | 
is not again to be an unassailable 


money 


ritual imposed by unyielding | 
forces in past custom and hol- 
lowed by tradition. But money 


| not wisely used. 


it were needed with speed without | 


awaiting a public campaign to sell 
a large share of so large an 
amount to the public, it could be 
got from the banks. The proce- 
dure for getting the money then 
would be as follows: 

(1) The government could ask 
the banks to buy $50,000,000,000 
in bonds at interest rates that 
would induce a fair willingness 
on the part of the banks to add 
this amount of bonds to their port- 
folio. 

(2) In return for its bonds, the 
government would secure a credit 
to its deposit account at the com- 
mercial banks. 

(3) This deposit so speedily 
created could be spent for what- 
ever purpose the government had 
in mind. ‘That spending would en- 
large the public’s deposits at the 
banks. 

(4) The spendable funds of the 
country now would be increased 
by $50,000,000,000. For this amount 
of enlarged deposits, the banks 
would be required to have some- 
what more than $10,000,000,000 in 





What Is Wise Use of Money? 


That leads to the bunt question: 
What is wise use of money? 

There can only be one wise use 
of money that society will sanc- 
tion in the long run. This is not 
at all to say that society will have 
good luck in its experimentation 
to secure economic stability. It) 
is to say that to secure economic 
stability it will try over and over 
again. In doing so it will use 
whatever money is needed for its 
experiments towards stability. It 
will use money freely. 

What are the needs of economic | 


| stability? 


The requirements for economic 
stability in our society, I have 
said before, are severe. They are 
severe because all at once we must 
obtain (1) a volume of purchase 
by consumers, (2) an export Over- 
seas, (3) a total of purchases by 
business for plant expansion and 
improvement (which we call “pri- 
vate investment”), each three of 
which will precisely and simul- 
taneously equal the funds of each 
of these groups to purchase those 
goods and all at the same time in 
magnitude to employ all members | 


of society who wish employment. 
That is a triple set of require- 
ments, triply-conditioned, because 
each, by pairs, must be in balance. 
To put the matter another way, 
the ability measured by their in- 
comes and the willingness of con- 
sumers to spend rather than save 
must precisely equal the flow of 
consumers goods trom the produc- 
tive plants of the country. At the 
same time, the willingness of con- 
sumers not to spend, which is ‘“‘to 
save,” must be precisely offset by 
either investments or cash as the 
lodgement of such savings. If off- 
set by investment, then business 
must invest precisely enough to 
absorb those savings. If offset by 
cash then the monetary system 
must create that cash to avoid a 
subtraction from the current sup- 
ply of money. 

Next, our international accounts 
must be in equilibrium, which 
means that our receipts from ex- 
ports of goods and services must 
be matched by our outlays upen 
imports of goods and services, not 
sustained temporarily by gifts and 
grants, which it is not a part of 
our permanent policy to continue. 
Thirdly again. the expenditures of 
business for additional plant ex- 
pansion must be precisely covered 
by the reserves and surplus earn- 
ings of business enterprises and, 
as mentioned above, by the funds 
businesses secure from_ savers. 
Finally, the expenditures and re- 
ceipts of government must be in 
balance. 

This amounts really to a rigid 
quadruple pair of ‘equations 
which must be in equilibrium,” 
each and all of which must be in 
equilibrium at all times. Not only 
that, they must all be in equilib- 
rium without rising prices gen- 
erally or without rising prices in 
the fields of consumer goods, ea- 
port and import goods, and busi- 
ness investment goods. 

You will see that maintaining 
economic stability is very far from 
easy. It is of the order of difti- 
culty, I should estimate, of putting 
atomic energy to useful purposes. 
Lacking it, we shall resort to ex- 
periments, as wisely as we can 
make them, to achieve stability. 
Else we shall resort to what I am 


|sure will once again very rightly 
| be called money madness. 


What are the experiments which 


/we are most likely to undertake to 


secure the desirable goal of eco- 
nomic stability and to avoid the 
undesirable condition of its oppe- 
site economic instability or money 
madness? 


Investment and Spending 

I think the answer to this ques- 
tion is going to depend upon our 
analysis of tne causes that initiate 
an unstable period in the econ- 
omy. Those causes are nrost likely. 
to be a failure of investment, or 
a reduced willingness of con- 
sumers to spend. After all, the 
consumer, however, a rather 
steadily plodding person, who, ex- 


ls 


| cept for periods when he is con- 
'vinced that prices are going to rise 


or fall rapidly, can be depended 


upon to spend with a laudable 
consistency. It is in the area of 
; business investment that our 


greatest damage to economic sta- 
bility has always come in the past. 
That is why Professer Heller said 
we had deep depressions while on 
the goid standard. 

Mr. Paul Hoffman in his Uni- 
versity of Minnesota convocation 


address a year ago pointed out 
that there are $70,000,000,000 of 
currently produced goods whose 
purchase could be postponable 


without any short-run damage to 
the “goods-welfare” of the Amer- 
ican people. Postponing such pur- 
chases is the way we cause great 
damage to the “employment-wel- 
fare’ of the American people. Such 
postponement of purchases is 
much the most likely to occur as 
the result oi failure of business to 
invest at adequate rates to main- 
tain high employment for the mil- 
lions, 10,000,009 to 15,000,000 per- 
haps, engaged in the construction, 
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machinery, and investmént trades. 
In fact, there are two reasons to! 
expect postponement of purchases 
to occur on a bigger and grander 
scale than ever before: 

First, the proportion of durable, 
i.e., “purchase postponable’ goods 
in the total output of the economy 


is a larger fraction than ever be- 
iore. That is the fraction which 
in a primitive, or Robinson 
Crusoe, economy had a value of | 
zero. No time tor unemployment! 
in such an economy! Only an 
economy rich, especially rich in 
the proctuction of durable goods, 
can aiford economic instability 


and therefore is apt to sulfer from 
money madness or other economic 
delusions such as single tax, social | 
credit, and “soak the rich” ideas. | 

The second reason for expecting 
rather severe unemployment is 
that we have just completed what | 
will soon be four years of iatense | 
effort to add to the durable wealth | 
of the people of the United States. 
As a result, we are rich with nev 
and better stocks of durable goods, 
particularly the new machines and 
new factories which brightly 
mark the landscapes of the United 
States. 

Theretore, I would 
expect that with our 
depression, 
what to 
tain 


SO 


certainly 
next serious | 
resort some- 
sus- 
incomes some- 
what to the then de- 
cline incomes of consumers. 
But much more striking action, 
I think, will be to sustain 
the of investment. If that 
investment private industry 
be matintained 
of government encourage- 
ment as then may seem desirable, 
government investment directly 
its account must 
is in these areas ot 
investment that 
deal 


we shall 
money to means to 


purchasers’ 


in relation 


in 


taken 
rate 
by 
such 


cannot with 


forms 


on cwn be un- 
dertaken. It 
government 
must undertake 
experimentation. 

I am sure that is why only a day 
or two Senator Ralph E. 
Flanders said that “the cost of the 
long-range housing prob- 


we 


a great of 


ago 


proposed 


lem was reasonable and entirely 
worthy of Republican support.” 
That program provides for the 


810,000 
housing units during the next six 
years and also for a vast five-year 
‘arance program, 

then, in the housing area 
form of investment which 
may brought in maintain | 
economic stabiiity to the end that! 
we may avoid the economic 
stability which has brought 
what we have in the series of lec- | 
tures called “money madness.” | 
Other forms of investment and/| 
experimentation lie in the area of 
fine public roads, greatly improv-| 
ing present transport, and many 
other forms of development which 
will enrich the total plant we have 
for living. working and playing in| 
the United States. 

So we find that persistent ex- 
perimentation in- | 
vestment stability in the economy 
is the cure for economic employ- 
juistability. The details 
treatment 


construction of public 


slum ck 
Here. 
is one 
be to 
in-| 
on 


in producing 


ot | 

are not | 
the diag-| ‘ 
I suggest | 


ment 
the 


wholiy 


complete 


agreed upon by 
nostic experts, but 
that the madness we shall have if 


ever cease this kind of experi- 


may 


we 


mentation in the United States! 
will far outrank the money mad- 
ness some will assert will come 
upon us if we undertake the ex- 
periments using mankind’s great- 
est invention, money, to assist us 


on our 


way. 





| distant 


| 5,283,592,000 kwh., 


| labor 


FOOD PRICE INDEX REACTS 


from $5.67 a week earlier. 
| below the $6.88 recorded on the corresponding date a year ago. | 


| sales confined to small lots for 


The State of Trade and Industry 


(Continued from page 5) 
capacity for the whole country. That much consumption is not 
those combined sreas, this trade authority declares, 

One or two factors may keep the Chicago-Pittsburgh spread | 
from being as great as it might have been under prewar conditions. | 
One is the wider use of barge shipments by Pittsburgh mills to reach | 
markets ‘at rates that are competitive witn rail shipment. | 
A second factor reducing the discrepancy between competing mills, | 
“The Iron Age” concludes, is the use of truck shipments. But truck | 
shipment of steel may be approaching a limit. 

The American Iron and Steel Institute announced this week 
that the operating rate of steel companies having 94% of the 
steel-making capacity of the industry will be 96.2% of capacity 
for the week beginning May 9, 1949, as against 97.3% in the 
preceding week, or a decline of 1.1%. 

This week’s operating rate is equivalent to 1.773.500 tons of 
steel ingots and castings for the entire industry, compared to 
1,793,700 tons a week ago, 1,828,800 tons, or 99.2% a month ago, | 
and 1,699,700 tons, or 94.3% of-the old capacity one year ago and 
1,281,210 tons for the average week in 1940, highest prewar year. 


CARLOADINGS SHOW FURTHER SLIGHT RISE IN LATEST 
WEEK BUT HOLD BELOW LIKE WEEK OF 1948 

Loadings of revenue freight for the week ended April 30, 1949, 
totaled 785,444 cars, according to the Association of American Rail- 
roads. This was an increase of 16,108 cars, or 2.1% above the pre- 
ceding week, It represented a decrease, however, of 105,671 cars, or 
11.9% below the corresponding week in 1948 and a decrease of 
$7,130 cars or 11% below the similar period in 1947. 


ELECTRIC OUTPUT CONTINUES TO DECLINE FOR 14th 
CONSECUTIVE WEEK 

The amount of electrical energy distributed by the electric light | 

and power industry for the week ended May 7, was estimated at 

according to the Edison Electric Institute. This 

represented a decrease of 20,248,000 kwh. below output in the pre- 


steel 
lI 





ceding week, 196,328,000 kwh. or 3.9% higher than the figure re-| 
ported for the week ended May 8, 1948 and 630,455,000 kwh. in 


excess of the output reported for the corresponding period two years 


ago. 
AUTO OUTPUT THE PAST WEEK CONTINUED TO FALL DUE TO 
STRIKES 

Production of cars and trucks in the United States and Canada| 
for the past week declined to an estimated 128,185 units, compared 
to 136,433 (revised) units in the week preceding, due to continued 
troubles, “Ward’s Automotive Reports” states. 
Output this week is expected by Ward’s to drop stili further 
as Ford’s branch assembly plants begin to close. The lost produc- 
tion at Ferd plants will more than offset the effect of the re- 
opening of Hudson and Nash plants on Monday, the agency said. 


Output in the similar period a year ago was 84,864 units and 
for the like week of 1941, 132,380 units. 
Last week’s output consisted of 99,207 cars and 22,638 trucks 


built in the United States and 3,980 cars and 2,360 trucks in Canada. 

Total output passed the two million mark last week, with U. S. 
plants accounting for 1,597,884 cars and 460,325 trucks and Canadian | 
plants 51,658 cars and 34489 trucks for the year to date. 


BUSINESS FAILURES EASE IN PAST WEEK 
Commercial and industrial failures fell to 1938 


in the week ended 


May 5 trom 204 in the preceding week, Dun & Bradstreet, Inc., re- | 
ports. Casualties, however, continued well above the corresponding 
1947 and 1948 weekly levels of 70 and 108 respectively. They did 


not approach the prewar total of 208 registered in the comparable | 
week of 1939. 
Failures involving liabilities of $5,000 or more decreased to 158 


'from 163 last week; but remained. considerably higher than a year | 
ago when 89 casualties of this size occurred. Small failures with | 


_liabilities under $5,000 fell to 35 from 41, being almost twice as} 
| numerous as in the similar week of 1948. | 
Manufacturing and construction casualties declined last | 


week, but in retail and wholesale trade, and in commercial serv- 
ices, failures increased somewhat. In manufacturing and whole- 
saling failures were about 50% above a year ago, while casualties 
in retailing, construction and commercial services were approxi- 
mately twice those of the similar week in 1948. . 


TO HIGHER LEVEL IN 
LATEST WEEK 
Reversing its downward movement, the Dun & Bradstreet whole- | 
sale food price index rose 0.7% last week to stand at $5.71 on May 3, 
The latest index represents a drop of 17% 


The index represents the sum total of the price per pound of 

3l foods in general use, 

COMMODITY PRICE INDEX REACHES 
ON APRIL 30 


NEW 1949 LOW LEVEL 


The Dun & Bradstreet daily wholesale commodity price index 
continued downward during most of the past week, but turned 
slightly upward at the close. The index fell to a new 1949 low of 


oo. 


247.29 on April 30 and finished at 248.54 on May This compared | 
with 247.80 a week previous, and with 283.00 on the corresponding 
date a ago. 

Grain markets were unsettled last week. 
sharply lower, especially in the futures markets. 

The decline was attributed mainly to remaining large sup- 
lies of most grains, fears that the government would cease buy- 
ing of wheat after April 30 and the possibility of increasing 
competition from Russian wheat with the lifting of the Berlin 
blockade. 


Trading 


year 


Prices generally moved 


flours last week was again quiet with 
immediate requirements except foi 


in bakery very 





| ended 


| CCE af 
RETAIL AND WHOLESALE TRADE 


' The interest in canned goods remained close to that of 


| of last week was estimated to be 


| the Federal’Reserve Board’s index for the week ended April 30, 


| declined 


some moderate amounts of hard Winter and Spring wheat flours sold 
to chain bakers for shipment during the first half of May. Lack 
of buying interest was attributed to the favorable outlook for the 


new Winter wheat outlook and reports of lagging sales of bakery 
| new Wir 

Doinestic business in lard was moderately active and prices 
ceveloped further strength, aided by liberal trading in lard futures 
‘for foreign account. In the Chicago livestock market, hog prices 
continued easy, touching new lows since October, 1946. Hog values 


fell about $3 per hundredweight during the month of April-and at 
one time came close to the government support level. Fed wooled 
lambs which sold at a record high of $32.25 a month ago were selling 
around $29 at the end of April. Cattle prices held comparatively 
steady throughout last month. Cottonseed oil was somewhat stronger 


| at the week-end, reflecting reports of increased export interest in 
refined vegetable oils. 
After a firm opening in which spot cotton prices reached the 


highest levels of the season, the market turned downward and closed 
about 70 points lower for the week. Strength in early dealings 
largely reflected active short covering in the May contract. 

Declines in the latter part of the week were mostly induced 
by weakness in grains, a slackening in short covering operations 
and the halting of cotton shipments te China by the ECA. 

Trade inquiries were fairly ntumerous, but mills continued to 
take only limited quantities for nearby needs. Trading was moder- 


ately active early in the week but slackened ii the latter half of 
the period. 

Total sales in the ten spot markets were reported at 111,900 
bales during the latest week, compared with 92,500 the previous 
week and 64500 in the like week a year ago. The mid-April parity 
price for cotton was announced at 30.50 cents a pound, unchanged 


from a month earlier. 

Entries of cotton into the 1948 government !oan during the week 
April 21 were placed at 35.925 bales, bringing total entries 
{cor the season through that date to 5,109,773 baies. 


Repossessions during the same week of 52,301 bales brought the 
season's total to 755,953, leaving a net stock in the hands of the 


4,353,820 bales. 


STIMULATED BY PROMO- 
TIONAL SALES THE PAST WEEK, BUT VOLUME CON- 
TINUES MODERATELY UNDER YEAR AGO 

Spurred by favorable weather and by seasonal promotions, con- 
sumers bought slightly more than in the previous week. Aggregate 
retail dollar volume in the period ended on Wednesday of last week 
was slightly less than that of the corresponding week in 1948, Dun 

& Bradstreet, Inc., reports in its current summary of trade. Most 

shoppers continued to seek good quality merchandise at moderate 

prices. 

Following the post-Easter 
apparel volume rose moderately, 
year ago. Shoppers’ interest in 


drop of the previous week, retail 
but it was slightly below that of 
cotton dresses, lightweight suits 
and short-length coais rose slightly. Lingerie and accessories were 
in increased demand as many shoppers sought Mother’s Day gifts. 
There was a slight rise in the interest in men’s suits. 

Consumer buying of food continued at a high level last week, 


though total dollar volume was almost unchanged from that of 
the comparable week last year. 


Many housewives continued to shun high-priced items. Meat 
was in substantial demand with dairy products and poultry selling 
well. Reduced-price frozen foods were sold in an increased volume. 
the similar 


- 
c 


week in 1948 and demand for candy rose moderately. 

Shoppers’ interest in furniture and housewares increased a trifle 

and it was moderately less than that of the comparable week last year, 
Promotions helped to stir consumer interest in many sections 
with demand continuing to center on occasional items. 

Fiber lamps and tables were sought by many shoppers. 
There was a moderate rise in the demand for cutlery, china and 
kitchenware. The retail volume of hardware, paint and decorating 
materials remained sizable. 

Retail volume for the country in the period ended on Wednesday 
from 1 to 5% below that of a year 


rugs, 


ago. 

Regional estimates varied frem the corresponding levels of 

a year ago by the following percentages: New England, East and 

Midwest down 1 to down 5, South down 4 to down 8, Northwest 

down 1 to up 3, Southwest unchanged to down 4, and Pacific 
Coast down 1 to down 4. 


As many buyers displayed increased interest in seasonal goods 


| during the week, the dollar volume of wholesale orders rose slightly, 


but it was moderately less than that of the comparable week in 1948. 
The number of buyers’attending many wholesale markets dipped 
noticeably the past week. They were, however, slightly above that 
of the similar week last year. 

Department store sales on a country-wide from 
1949, 


pasis, as taken 


A OF 


decreased by 4% from the like period of last year and compared 
with a decrease of 10% in the preceding week. For the four weeks 


ended April 30, 1949, sales registered 10 change from the correspond- 
ing period a year but for the year to date declined 3%. 
A seasonal expansion in retail sales occurred here in New 
York the past week, but notwithstanding this fillip, dollar 
volume held below the corresponding period of last year. 


According to the Federal Reserve Board’s initcx, department store 
Yorks City for to April 30, 1949, 
from the same pericd iast year. In the preceding 
10% was registered below the similar week of 
weeks ended April 30, 1949, 2% 
that of last year for the year 


ago, 


sales in New the weekly period 


by 8% 
week a decrease of 
1648. For the 
was reported under 


decrease of 
to date volume 


a 


four 
and 


4 


by 5 


cecreased 
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Trusts Show Caution in First Quarter 


to lead in popularity was Central 
and Southwest Corp.; nine funds 
purchased a total ot 86,620 shares. 
Eight trusts bought 35,000 shares 


(Continued from page 2) 
the additions to portfolics. Out- 
standing management commit-| 
ment in the group was made by , . : 
four funds sponsored by J. & W.|Of United Light and Railways, 
Seligman & Co. Total investment | four of these making new addi- 


exceeded $5 million, of which | tions to portfolios. New York 
$142 million represented a new | State Electric & Gas was a new 
excursion into this field by Na-| Security added during the quarter 


tional Investors. The management | | to seven portfolios for a total of! 


1,850 shares through rights is- 


of the net 
: po by General Public Utilities. 


10 utility 


notes, in investing 10% 
assets of this trust in 


companies, that they, 
after careful study, represent all | lic Service of Indiana, four adding 


of the important and profitable | this issue to their assets for the 
phases of the utility industry, as|first time. Cleveland Electric 
well as wide diversification of | Illuminating was bought by six 
managements and localities. companies, largely through rights, 

Illinois Power was one of the, While a seventh eliminated a 
two outstanding favorites in this} Small lot from its holdings. The 
group, nine companies purchasing | Same number of funds purchased 
a total of 49,700 shares; four or| Stock of Wisconsin Electric Power 
these were new commitments.| through rights although four 
Only one fund sold this stock and| More sold 31,992 shares. Four in- 
that was the Lehman Corp. which| vestment companies bought 
eliminated a block of 5,300 shares |,Brooklyn Union Gas, Common- 
from its portfolio, The other issue: wealth and Southern, Electric 


Balance Between 


End of Quarterly Periods December, 1948 and March, 


Net ¢ 
yi 


ish & Gov'ts 
;. of Dollars 
End ot 


iol 


Open-End Balanced Funds: 
American Business Shares_. 
Axe-Houghton Fund__- 
SAxe-Houghton “B” 
Boston Fund 
Commonwealth Inv estinent. 

Eaton & Howard Balanced urd 
Fully Administered Shares__--_- 
General Investors Trust___-_ 
Investors Mutual .......... 
Johnston Mutual Fund. 

National Securities —Income 
Nation-Wide Securities 
Nespet Fund _...... 
George Putnam Fund 
Russell Berg Fund. E 
Scudder Stevens & Clark. 
Shareholders Trust of Boston __ 
Wellington Fund Sie See 
wistenau Pund —._......-—. 
Wisconsin Investment Co. 


Open-End Stock Funds: 


Affiliated Fund 

Bowling Green Fund 

Broad Street Investing 

Bullock Fund ____-_-_-_- 

Delaware Fund 

Dividend Shares one 

Eaton & Howard Stock_ 

Fidelity Fund ___- 

First Mutual Trust Fun id 
Fundamental Investors sas 
General Capital Corp.___________- 
Incorporated Investors 
Institutional Shares Stock & Bond Gr. 
Investment Co. of America 
Investors Management Fund 
Knickerbocker Fund 
Loomis-Sayles Mutual Fund 
Loomis-Savles Second Fund 
Massachusetts Investors Trust_____ 
Massachusetts Investors 2nd Fund 
Mutual Investment Fund 

National Investors 

New England Fund 

Republic Investors 

Selected American Shares 
Sovereign Investers 

State Street Investment Corp. 
Wall Street Investing Corp 


,099 
103 
718 
414 
144 
3,423 
230 
2,991 
af 
3,052 
341 
,299 
193 
147 
641 
204 
812 
981 
142 
600 
51 
479 
466 
130 
2,4C3 
15 
3.072 


373 


( losed-End Companies: 


Adanis Express _ : 
American European Sec urities 
American International 

at Ridge Corp. 

Capital Administration 
General American Investors 
General Public Service 
Lehman Corporation 
National Shares Corp. 

Selected Industries 
Tri-Continental Corp. 

TSU. : & Foreign Securities 

SU. S. & International Securities 


5,923 
905 
2,833 
5425 
631 
05 
439 
,129 
By is b- 
492 
521 
,103 
3,314 


Moody’s Aaa through Ba fo 
equivalents for preferreds. 

Portfolio exclusive 
$December quarterly 


"investment bonds and preferred stocks: 
bonds; Fitch’s AAA through BB and approximate 
No interim reports issued to steciho!ders on this date. 
of securities in subsidiary or associated companies. 
figures revised. 


selected | Seven trusts also purchased Pub- | 


Bond and Share, General Public 
Utilities, Gulf State Utilities and 
Virginia Electric and Power; four 
managements also sold the latter 
issue. Commonwealth Edison, 
Indianapolis Power and Light, 
Niagara Hudson Power, North 
American Co. and Public Service 
Electric and Gas were each added 
to three _ portfolios. Although 
three funds also purchased 4,500 
shares of American Gas and Elec- 
tric, two sold 4,400 shares of this 
issue. Northern States Power was 
lightened in three portfolios while 
four trusts eliminated Madison 
Gas and Electric, received as 
distribution in the previous quar- 
ter from American Light and 
Traction. 121,000 shares of this 
latter company were added to 16 
portfolios, but almost half repre- 
sented a distribution from United | 
Light and Railways. 

National Biscuit was most heav- 
ily bought among equities of com-| 
panies processing food 


ca) 
a 





products, | 


1949 
Invest 

Prefei 
Ps 


Net Cash & Gov't 
Per Cent 


End of 
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UMMARY - 


six trusts purchasing a total of, 
19,200 shares; half.of these were 
represented by new commitments. 
Foods was also well | 
four funds making fresh 
to portfolios while a| 
fifth increased present holdings. 
Wellington Fund eliminated a lot) 
of 14,000 shares from its invest- | 
ments. Three managements added 
Corn Products Refining while a/| 
fourth eliminated this company 
from its porticlio. National Dairy | 
and Swift & Co. were each pur- 
chased by two funds, 29,800 shares | 
of Standard Brands were liqui- 


Jiked, 


| dated by two trusts and another | 


purchased a small lot of 200 com- 
mon. United Fruit was sold by 
four companies, but two others in- | 
creased holdings while a_ third 
made a new commitment. 


Montgomery Ward Reactions 


Purchases of equities in retail 
lrade and chain stores increased 
33153% over those of the previous 


Cash and Investments of 6! Investment Companies 
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Change in Cash Positions of 63 Investment Companies 


Open-End Companies: 
Balanced Funds Bb oc 
Stock Funds........-. 

Closed-End Companies 

All Compa 


nies 


Plu 
lv 
17 


Totals 
20 
28 


is Minus Unchanged 


| First Mutual Trust Fund, 


|and Nation-Wide, 


| Shares. 


issues continued to 
be bought which were also 
liked in the December period. 
Transactions in Montgomery Ward 
invite particular attention because 
of the recent disturbance in man- 
agement personnel. Ten funds 
made total purchases during the 
quarter of 5,500 shares. Two ot 
these, representing small new 
commitments of 200 shares each, 
were made by Republic Investors 
and the Nesbett Fund. Others 
adding to shares already held 
were National Shares Corp 
American Business Shares, Com- 
monwealth Investment Co., Dela- 
ware Fund, Loomis-Sayles Mutual! 
Boston 
Fund and Shareholders Trust of 
Boston. Loomis-Sayles eliminated 
Ward from the portfolio of its 
Second Fund and Calvin Bullock 
cleaned it out of Bullock Fund 
while still hold- 
shares in Dividend 

Fidelity lightened a bit 
sale of 200. 

Sears was also added to six 
portfolios, while only one man- 
agement sold. Popular among the 
depariment stores as in the pre- 
vious year was Federated Depart- 
ment Stores. Four funds made 
purchases of 10,400 shares. Pen- 
ney also continued in favor, three 
trusts adding 8,290 shares. New 
interest during the present quar- 
ter was shown in the equities of 
Sateway Stores and Woolworth, 
both reputedly good depression- 
proof storm cellars. Four manage- 
ments bougnt a total of 12,700 
shares of the latter issue, one of 
these lots representing a new com- 
mitment. Three purchases were 
made of Penney. Bond Stores 
continued to be liquidated, one 
company cleaning out a block oi 
10,000 shares, while another light- 
ened holdings by 3,000. Associated 
Dry Goods was also eliminated 
from two portfolios. One trust 
completely sold out a block ot 
10,C00 Gimbel. Opinion was ap- 
parently divided on Allied Stores. 


quarter. Four 


ing 15,000 


with a 


Tobaccos Favored 


All the major tobaccos 
were favored by managements 
Six funds purchased total of 
17,500 shares of Reynolds, one of 
which was a new commitment. A 
like number of trusts bought 
American Tobacco. Liggett and 
Myers was added to one portfolio’s 
shares and introduced as a new 
issue in two others. 19,600 shares 
of Philip Morris were added by 
three more companies. 

Also considered as good reces- 
sion protectors, many individual 
insurance stocks found purchasers 
among the trusts. Single com- 
mitments were made in Aetna In- 
surance, Continental Casualty, 
Fidelity-Phenix Fire, Fireman's 
Fund, General American Insur- 
ance, Hartford Fire, Home, New 
Amsterdam Casualty, Providence 
Washington and Phoenix Insur- 
ance. 

Finance Co. Stocks Bought 


four of 


a 


Five managements made pur- 
chases of C. |. T. Financial; there 
were no sales. Associates Invest- 
ment also was liked by two trusts. 
A small lot of 200 shares oi Com- 
mercial Credit was bougnt, while 
two trusts lightened holdings. Sole 
preference among banking insti- 
tutions was registered for Marine 
Midland, three companies adding 
20,200 shares. 


Buying of Aviations 

Buying in the aviation group 
Was concentrated on a few indi- 
vidual issues. United Aircraft con- 
tinued an outstanding favorite, as 
in the ‘previous quarter, eight 
trusts purchasing a total of 16,000 
shares. The same number of 
funds committed themselves for 
12.400 shares of Bendix. Sperry 
was bought by three manage- 
ments. Douglas, which was sold 
in the December period, found 
present favor with three more 
trusts. Among the transport com- 
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oanies, Eastern and United were 
given a little attention while 
Northwest Airlines was eliminated 
from two portiolios. Opinion was 
divided on American Air Lines 
and Pan American. 

6.300 shares of General Motors 
were acded to five portfolios, two 
being new additions. There was! 

division on Chrysler, six pur- 
chases offsetting a like number 
of sales. Borg Warner was the 
most heavily sold among equip- 
ment makers, five managements 
liquidating 11,400 shares. Doehler- 
Jarvis and Eaton Manufacturing 
were also disposed of, but Auto- 
Lite found two buyers. As in the 
preceding three months,  pur- 
chasers of Thompson Products 
balanced sellers. 

Liquidation of Pepsi-Cola evi- 
dently was completed except for 
the one lot of 20,000 shares elimi- 
nated by Incorporated Investors. 
Canada Dry was sold by two 
trusts. Otherwise, activity among 
the beverages was negligible. | 
Electrical equipments in general | 
were mixed. The two big factors! 
in the industry, General Electric 
and Westinghouse, were each pur-| 
chased by five managements, two 
of which made new commitments 
in both companies. Sylvania Elec- 
tric was also fairly well bought, | 
but Master was liquidated by | 
three trusts. There were scattered 
individual sales among several 
other issues. 

Buying slightly outweighed the) 
selling of oil issues. Although 
earnings may be off for the year 
to the extent of 25% as predicted 
by some authorities, it is felt that 
lessened capital expenditures will 
still permit maintenance of pres- 
ent dividends without the impair- 
ment of cash positions. Phillips 
Petroleum was the leading fa- 
vorite, eight managements making 
purchases in spite of the recent! 
drop reported in March quarter 
profits. However, five funds liq- 
uidated a total of 33,100 shares. 
Cities Service found a new berth 
in six portfolios while a seventh 
fund added to a lot already held; 
there were no sales. Also well- 
liked by six managements was 
Standard Oil of Indiana; there 
were additions of 19,000 shares. 
The same number of trusts bought 
Texas Company, Three funds made | 
fresh commitments in Amerada} 
and, although a similar number! 
«of managements made light pur-| 
chases of Standard of Jersey, eight} 
funds disposed of over 20,000| 
shares. Also unpopular during the | 
period was Standard Oil of Onio, 
four companies lightening hold-| 
ings. Opinion was evenly divided | 
on Gulf, four managements buy- 
ing and four selling. Similarly 
five purchases of Continental off- 
set a like number of sales. Four) 
bulls and four bears also matched | 
each other in transactions ad 
Standard of California, | 

Natural Gas issues have not out- | 
worn any of their popularity. Mis-| 
sissippi Fuel Corp. was a new) 
favorite, 106,012 shares finding 
a place in eight portfolios. Five 
managements also made additions | 
of Columbia Gas; 69,100 shares| 
were purchased during the quar- | 
ter. Northern Natural Gas was} 
also bought by three more funds. 
Pipe line issues continued to get 
uttention. Among companies added | 
were Texas Eastern Transmission, | 
Panhandle Eastern, Tennessee Gas 
Transmission, Texas Gas Trans-| 
mission and Transcontinental Gas) 
Pipe Line. | 
| 





Reversal in Metals 


Among non-ferrous metals, Ken- 
necott, which was the favorite in | 
the preceding period, found sellers | 
among five managements. This| 
current disfavor was hardly out-| 
weighed by the six trusts making | 
purchases. Five companies also} 
disposed of Phelps Dodge, two! 
eliminating this metal issue from | 
their portfolios; there were four | 
purchases. Activity in Anaconda 
was restricted to one lone sale of! 
a lot of 500 shares. Aluminum of | 


(Continued on page 30) 





Transactions buyers exceed sellers—or 
j neses indicate 


e stock {rom their 


Agricultural Eauipment: 
Deere and Co.__- 


_Auto & Auto Parts: 


Reacaiaecdabots Corp. 
Manufacturing Co. 


Bendix Aviation 
Douglas Aircraft __- 
Eastern Air Lines- 


United Aircraft 
United Air Li 
North American 
Northwest Air Lines_____-_-_- 


Canada Dry Ginger Ale___- 


_ Building Construction & Equipment: 
Congoleum-Nairn 
General Portland Cement_-_ 


Masonite Corp. 
Sherwin Williams -_ 
United States Plywood _- 
Flintkote Co. 
Glidden Co. 
Johns-Manville 
Otis Elevator 
Simmons Co. 


Allied Chemical & Dye e 


Mathieson Chemical Corp 
Monsanto Chemical __- 


Hercules Powder 
International Minerals 


Containers & Glass: 
Continental] 


Drug Products: 
Colgate-Palmolive-Peet  _ 
McKesson & Robbins_--_- 


Electrical Equipment: 

General Electric 
Sylvania Electric Products__-_-__- 
Westinghouse Electric 
Master Electric 


Financial, Banking and Insurance: 
Amerex Holding Corp._____-__- 
Associates Investment Co 
C. I. T. Financial 
Manufacturers Trust Co. 1 


Food Products: 
Products Refining 
General Foods Corp 
National Biscuit 
National Dairy 
Swift & Co 
Machinery and Industrial Equipment: 
Allis Chalmers 
Bullard Co. 
Ingersoll Rand 
Babcock & Wilcox__-_- 


Products__- 


s and Mining: 

Consolidated Mining & Smelting 
International Ni 
Newmont Mining 
St. Joseph L 
Aluminum Co. of America 
American Smelting & Refining- 
Hudson Bay Mining & Smelting 


Office Equipment: 
3,518°%4 International 
Remington Rand - 


Petroleum and Natural Gas: 


Amerada Petroleum __ a 
Cities ery ice ee Eon ee eee 


TS 


Houston Oil, v.te a i a tie a ca 
-; Mission Development Co.3___- , 
Mississippi River Fuel Corp.__- 
Panhandle Eastern Pipe Line_-_- 
ae ge Petroleum = 





Changes in Common Stock Holdings of 46 Invesiment Management Groups 





(December 31, 1948-March 31, 1949) 
sellers exceed buyers—by two or more management groups. Issues more heavily 
number of managements making entirely new purchases of an issue, or completely 
——Sold—— —Bought— -Sold——- 
No. of No. of No. of No. of No. of No. of 
Shares Trusts Trusts Shares Shares Trusts 
Petroleum and Natural Gas—(Concluded): 
100 1 6(3) 19.v00 Standard Oil of Indiana__- 6.000 2 
L.foe 2 2(1) 2.000 Tennessee Gas Transmission None None 
6(1) 15.245 Texas Company = 13,820 2(1) 
3 . 3 14.200 Texas Eastern Transmission None None 
None None None None’ Lion Oil 3,700 2 
10 : None None Lone Star Gas jee 800 2(1) 
9,690 4(1) 3 4.585 Standard Oil of New Jersey___. 20,788.7 8(2) 
1,600 3(1) None None _ Standard Oil of Ohio 7,608 4(1) 
: : Public Utilities: 
None None 16(7) 121,244 American Light & Traction 5 44 400 2(1) 
me .. ars 7(5) 20.539 Atlantic City Electric 6____ 1,608 3(3) 
OF. IU b rade 9(5) 86.620 Central & Southwest Corp._-___- 1,000 l 
None None 6(2) 22800 Cleveland Electric Muminating 9 200 1(1) 
None None 3 7,100 Commonwealth Edison .. None None 
None None 4(2) 158.100 Commonwealth & Southern None None 
1508 - . 4 50,700 Electric Bond & Share________- 7,600 2(2) 
9,000 2(2) 4 16.812 General Public Utilities__..._._.__ None None 
4 25,543 Gulf States Utilities_._.________ 27,300 1(1) 
5.400 2(1) 9(4) 49.700 Illinois Power Co.__________- 5,300 1(1) 
3 20.613 Indiana Gas & Water 7___. 420 1(1) 
3(1) 6,500 Indianapolis Power & Light__- None None 
None None 2(2) 160.450 Kentucky Utilities® ___.________ None None 
None None Tt?) 41.850 New York State Elec. & Gas1%_ None None 
None None 3(3) 36,100 Niagara Hudson Power. es None None 
1.500 1 3(2) 21,200 North American Co..____--_-.. 1,000 1(1) 
None None 5(1) 13,374 Pacific Gas & Electric 9________ 4,261 2(2) 
1.658 2 2(1) 6,900 Public Service Co. cf Colorado. None None 
4.500 4(1) 3(2) 11,000 Public Service Elec. & Gas__- None None 
890 4 8(3) 35,000 United Light & Rys.____..___... None None 
15.600 6(2) 6(2) 16,570 Wisconsin Electric Power 9_____ 31,992 4(1) 
5.700 2 2(1) 36500 Wisconsin Power & Light__-___- None None 
7.400 3(1) None None Madison Gas & Electric_______- 5,660 4(4) 
1(1) 3.500 Northern States Power (Minn.) 19,250 3(1) 
None None Radio and Amusement: 
None None 3(1) 9.000 Columbia Broadcasting “A” . None None 
4.500 1(1) 2 3,000 Twentieth Century-Fox _____-. None None 
Lip Railroads: 
6 100 9(1) 2 600 Atchison, Topeka & Santa Fe_- None None 
2730 4(1) None None Atlantic Coast Line- Pa 2,300 2(1) 
4700 4(2) None None Chicago, Rock 1. & Pacific- eke as 1,500 2 
2000 2(1) 1 : 100 Southern Pacific _____.._____- 17,400 Fs 
None None Southern Railway Se Be). oe tre 3,100 2 
600 9 Retail Trade: 
rot — 4(1) 10.400 Federated Department Stores___ 200 1(1) 
—— : 10(2) 5.500 Moatgomery Ward iticwcsn Se 3(2) 
3(1) _ 8.200 RE EE apes eee a eg ae None None 
None None 2(1) 10,500 Safeway Stores - sein one None None 
2 000 1 6(1) 7,500 Sears Roebuck ________________ 9.000 1 
4(3) 12,700 Woolworth _____- pees 900 LCE) 
20.700 «3 sono rnd Sond "beer > ie Goods..--.---- ao, ae 
4 an De athe ee awxGneiun 13,000’ 2(1) 
7.700 3 Rubber and Tires: 
4 600 2(1) 2 3.400 Goodyear Tire & Rubber______ None None 
None None United States Rubber__________ 6,000 2(1) 
bh 2 +. Steels: 
aad i None None Armco Steel Corp._.----------- 1,800 3 
Mane None now None sepubtic Steel ............... 7 6,080 4(1) 
None None pike 1.700 United States Steel Se tae 7.700 8(3) 
‘aaen Mane 700 Youngstown Sheet & Tube_____ 7,000 6(3) 
Textiles: 
9500 1(1) 2(1) 2,600 J.P. Stevens & Co.._.........- None None 
14'000 11) 1 900 =6Industrial Rayon _____________ 850 3 
None None Tobaccos: 
None None 6.100 American Tobacco ____________ 1,000 1 
None None 3(2) 7.700 Liggett & Myers______________ 400 1 
3(2) 19,600 .. Philip Morris & Co., Ltd._______ 2.000 1 
‘ii p 6(1) 17,500 se | epee 1,000 2(1) 
None None Miscellaneous: 
None None 2 3,400 General Shoe Corp.__.._..____- None None 
® O£ ss SS 
Pig 5 3) : In part represents stock dividend of one share for each nine held. 
2 1,693%, shares declared as 5% stock dividend. 
3 Stock dividend from Mission Corp.—one share for each two held. 
_ ‘ 4 7,340 shares resulting from 10% stock dividend. 
a at , ° 56,500 shares distributed as stock dividend by United Light & Railways at 
: b ate of one share for each five shares held 
None None 6 Received in large part as dividend ioeek American Gas and Electric. 
3.300 ~ | ‘ 2,613 shares represent stock dividend on Public Service of Indiana. 
2.400 4 1) } 8 Liquidating dividend on Middle West Corp.—one share distributed per each 
2.100 3¢1) | two owned, 
4.800 2 | 2 Includes stock purchased through rights. 
10 Purchased through rights issued by General Public Utilities. 
} NOTE—This survey covers 63 trusts but purchases or sales of trusts spon- 
9533 2 sored by one management group are treated as a unit. For example, the several 
2075 1) trusts sponsored by Calvin Bullock are considered as having the weight of one 
= Vi f, manager. First York Corp. and Overseas Securities are included in addition to 
| companies listed in the companion table. 
1.700 Re —_ SUMMAR ¥ 
None None Balance Purchases and Sales Portiolio Securities 
500 2 63 Investment Companies 
None None | Open- End Companies: Bought Sold Matched Totals 
2 300 i Balanced Funds 16 ] 3 20 
None None | Stoc k Funds ne 15 c) 4 28 
None None | Closed-End Companies_____- 3 7 d 15 
33,100  5(1) —-. - — — 
655 4 All Companies ‘ “ 7 12 63 
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Trusts Show Caution 
In First Quarter 


(Continued from page 29) 
America, which like Kennecott 
had also been top preference three 
months previously, now was sold 
by four managements. Hudson 
Bay and American Smelting were 
also disposed of. Buyers favored 
St. Joseph Lead, this issue being 
added to four portfolios. Three 
purchases were likewise made ol 
International Nickel. Consolidated 
Mining and Smelting and New- 
mont Mining were each favored 
by two companies. 

There was not much activity in 
the movie stocks. Four purchases 
of Paramount matched a like 
number of sales, although the 
number of shares bought was dou- 
ble that sold. Loew’s found 
one lone purchaser of 300 shares. 
Twentieth 
mild favor with two managements. 
There was a sale of a block of 
5,000 Precision Equipment. 

Reversal in the attitude on the 
steels was not unlike that ex- 
perienced by the rails in the pre- 
vious quarter. United States Steel 
was least popular among. the 
former group, eight trusts dispos- 
ing of 7,700 shares; three of these 
represented complete eliminations 
from portfolios. Republic also was 
lightened in three funds and com- 
pletely disposed of by another. 
Three trusts sold a total of 1 800 
shares of Armco while double that 
number of companies discarded 
Youngstown Sheet and Tube. Al- 
though four managements disliked 
Bethlehem, three others made 
purchases. Among sales of this 
latter issue were portions of com- 
mitments made during the pre- 
vious quarter by some of the Se- 
ligman funds and Selected Amer- 
ican Shares. 


Reduced Rail Liquidation 

The rails continued to be sold 
as in the previous period, but the 
volume of this liquidation was 
considerably reduced. Three funds 
sold 17,400 shares of Southern Pa- 
cific. Atlantic Coast Line, Chi- 
cago Rock Island and Pacific and 
Southern were each sold by two 
managements. Atchison was 
slightly favored by two other in- 
vestment companies. 

Industrial Machinery issues were 
fairly well divided, although sales 
slightly overbalanced purchases. 
25,100 shares of Dresser were sold 
by five funds, three of which 
eliminated the issue from port- 
folios. Babcock and Wilcox also 
was disposed of by three man- 
agers. Purchasers favored Allis 
Chalmers, Bullard and Ingersoll 
Rand, all in light volume. Buvers 
of the chemical issues had a little 
edge on the sellers. Most popular 
issues were Monsanto and Mathie- 
son. Five companies purchased 
4,800 shares of the former and) 
four made commitments in 24,900 
shares of the latter. DuPont was) 
purchased by six trusts and sold | 
by four in about equal volume. 
Also favored were Cyanamid, Air 
Reduction and Allied Chemical. 
Dow and Hercules bore the brunt 
of the selling, four managements 
disposing of each. Opinion was)| 


split on Union Carbide, five pur-| 
chasers offsetting a like number 
of sellers. Eastman Kodak was fa-| 
vored by six managements, four | 
of which made new commitments; 
however, these were almost 
mached by five sales. 

There was a split also in the 
total number of building and con- 
struction issues bought and sold. 
Lone Star and General Portland 
Cement, Masonite, Sherwin Wil-| 
liams, and United States Plywood | 
were all purchased by three to 
four managements. Sales were 
concentrated in Johns-Manville, 


Century-Fox enjoyed | 


| recompense for the efforts expended. 


Concluding Comments by Dealers 
On Effect of ‘5% Mark-Up”’ 
Philosophy on Small Business — 


(Continued from page 8) 

GRAND RAPIDS, MICH. 

Bad effect, 

NEW YORK CITY | 

It has contributed to making it nearly impossible for smaller 

corporations to raise “venture capital” by equity stock. Has left 

small organizations with no secondary market and often no market. 

NEW YORK CITY | 

Not much. Some restraint but not enough to prevent financing | 

when conditions are favorable.* | 
SAN FRANCISCO, CAL. 


Slightly deterrent.* 
SAVANNAH, GA. 


Negligible. * 
SMALL ILLINOIS 'TOWN 

I think it is detrimental. Take the case of a corporation with 50 to 
200 stockholders. It usually requires considerable effort to dig up a 
purchaser for this type of security, and 5% often is a very inadequate 
Where you have a company 
with a good distribution and stock is in supply so it can be traded 
regularly, 5% is an adequate margin. As a small town dealer, it 
always seemed ludicrous to us that we are opportuned to offer our 
clients a new issue priced at the very top of the market so that we 
can make 10%, whereas we can find innumerable issues which would 
be far more attractive buys for clients, yet if we were to take 10% 
on these bargains we would be condemned as taking undue profits, 
yet our clients undoubtedly would benefit in the end. As a result of 
these regulations we have done practically nothing in the way of new 
underwritings, but have built a very substantial business and a large 
clientele ori seasoned securities that could be purchased at large dis- 
counts from what new issues were selling at. The result is we have 
made no long profits for ourselves but we do feel we have done a 
very good job for clients and our records prove it. 


CINCINNATI, OHIO 

Limits the market and siifles dealer interest in these situations. 
thus making them even jess active—thus causing price to sink even 
lower, since there isn’t adequate margin to pay for effort in reselling 
such securities when someone wants to liquidate. Would eventually 
make it increasingly difficult to underwrite and distribute new issues 
in these classifications. So small corporations would be further 
denied financing needs in the future. 


| 
MILWAUKEE, WIS. | 
| 





Detrimental.* 
NEW YORK CITY 
maintained. 


Prevents a proper market being 


prefer to avoid such issues. 


Many inetd 
| 
LOS ANGELES, CALIF. | 
None. | 
SAN FRANCISCO, CALIF, 
It probably hampers it, but it is equally probable that it should be 
hampered.* 
SAN FRANCISCO, CALIF, 
It has prevented security houses dealing in small issues, which 
are the very ones needing such distribution. 


NEWARK, N. J. 

Unsatisfactory, as the margin of profit after distribution should 
not be reduced to 5%. If the NASD permits underwriters to charge 
up to 20-25% such as Kaiser-Fraser and Tucker, why should they be 
compelled to trade the same stocks after initial distribution at not 
more than a 5% gross. For a stock selling around $10-15, the profit 





is — 
SMALL MAINE TOWN 
Restricts. 
SMALL MISSISSIPPI TOWN 
None. 
BUFFALO, N. Y. 

It is the personal opinion of the writer that the distribution of 

the securities of the smaller companies is restricted by a limit of 


5% profit. 
SMALL UPSTATE NEW YORK TOWN 


It does not do it any good.* 


CLEVELAND, OHIO 


None. * 
SALT LAKE CITY, UTAH 


Makes for a smaller market. 


NORFOLK, VA. 


Bad.* 
SEATTLE, WASH. 


My profits run as high as 10%.* 
SAN DIEGO, CALIF. 


Detrimental—Stifling.* 
CHICAGO, ILL. 


None. 


None. * 
NEW YORK CITY 


Limiting marketability and activity, Lowering prices, since cost 
of finding buyers makes it often unprofitable to peddle.* 
NORTH CAROLINA TOWN 


By discouraging dealer effort it limits the market for this type 
of securities—(Signed) Sorry, I’m afraid of reprisal if ever the 
“nowers” found a way to get to your files.* 


CLEVELAND, O. 





Practically none. 


Flintkote, Glidden, Simmons Com-| __ 


pany and Otis Elevator. 


*Commented Anonymously. 


PITTSBURGH, PA. 
None as far as I can see. 


SPOKANE, WASH. 
Demoralization.* 
MONTGOMERY, ALA. 


Deadens activity.* 
LITTLE ROCK, ARK. 
Retards interest in this type of security. 


Makes it difficult for 


| small corporations to obtain adequate financing. 


LITTLE ROCK, ARK. 
It is better for the securities managers and dealers to determine 
the best ‘‘mark-up” rule for their customers. 
SAN FRANCISCO, CALIF. 
Bad in principle. There are laws enough to taks 
factors, 


care of male- 


DARIEN, CONN. 
N..G.. P.U.* 
SMALL ILLINOIS TOWN 
Very little. 
CHICAGO, ILL. 


It would naturally tend to limit the marketability of the securi- 


| ties of smaller corporations as much more work would have to be 


done in order to distribute them and, as a rule, such securities are 
distributed in small lots. The dollar price of the stocks, being 10 
or under, limits the gross profit to '% point or less: consequently 
they are neglected even though they may have more intrinsic worth 
than similar securities of larger and better known companies.* 


CHICAGO, ILL. 

Will not work cut—in the placing of securities for new com- 
panies. It is unprofitable to handle this type of financing on a 5% 
spread in the ‘‘smaller” issues and hard to sell issues, and experience 
shows that the ‘hard to sell’ issues many times develop into some of 
the very soundest securities, especially in such fields as television, 
aviation, etc.* 

CHICAGO, ILL. 

Just gives the SEC another angle for loafing a few days longer 

in the office of the small dealer. 


CHICAGO, ILL. 
Depressing and discouraging.*® 


SOUTH BEND, IND. 

The D—--—— NASD is slowly bringing about the ruin of the small 
independent dealer. The smail dealer in more or less rural commu- 
nities can’t drive his car, and comply with all the regulations of the 
NASD on a 5% spread. 

CEDAR RAPIDS, IOWA 

It retards marketability. 

TOPEKA, KANS, 


Retards same. 
OMAHA, NEB. 

It can only be restrictive in its effects, and can be of little benefit, 
if any, to the public, as it tends to widen the spread between bid and 
asked price. 

NEWARK, N. J. 


Deterrent effect on a good distribution.* 


NEWARK, N. J. 
Killed market. 
JERSEY CITY, N. J. 
It naturally stagnates the market for this type of risk capital.* 


SMALL NEW JERSEY TOWN 
It tends to widen the spread between the bid and asked prices. 
It makes for more inactive markets. ' 
SMALL UPSTATE NEW YORK TOWN 
Deleterious.* 
SMALL UPSTATE NEW YORK TOWN 


Retards. 
SMALL UPSTATE NEW YORK TOWN 


Very bad. 
ALBANY. N. Y¥. 


It seriously militates against a good market. 
it impossible for some companies to finance. 


SMALL UPSTATE NEW YORK TOWN 
Restricted. 


Worse yet, it makes 


BROOKLYN, N. Y. 

A strangling effect—(Signed) An American business. 
BROOKLYN, N. Y. 

It is dehydrating the business, the country, and all listed and un- 
listed dealers businesses. 
SMALL UPSTATE NEW YORK TOWN 

A very decided bad effect. 
BUFFALO, N. Y. 

Unfortunate if not bad. 


BUFFALO, N. Y. 


Forced small companies into limited commercial bank loans. 
Caused dealers to seek line of least resistance and to sell investment 
trust shares or seasoned stocks and bonds. thus eliminating. the small 
and the new enterprise from dealer help in obtaining new funds. 


SMALL UPSTATE NEW YORK TOWN 


Has no effect. 
CHARLOTTE, N. C. 
Bad effect.* 
CHARLOTTE, N. C. 
It limits the market. 
CLEVELAND, 0O. 


Detrimental.* 
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CINCINNATI, O. 
Limits markets considerably.* 
TULSA, OKLA. 
Makes it almost impossible to market them.* 
OKLAHOMA CITY, OKLA, 
Bad.” 


PHILADELPHIA, PA. 
Bax 


PHILADELPHIA, PA. 

There is great variability in the extent of services required to buy | 
und seil unlisted securities and it is obviously inimical to the smaller 
corporations, whose financing is made difficult or impossible by 
virtue of the restrictive “5% mark-up” in maintaining a market fo1 

issued securities of small corporations.* 


PHILADELPHIA, PA. 
I believe it has seriously impaired the marketability. 


SMALL PENNSYLVANIA TOWN 


Stitles both the small company, and the small securities dealer. | 


| 
SMALL ILLINOIS TOWN 
No volume.* | 
CHICAGO, ILL. 
Bad.* 
SMALL NEVADA TOWN 
‘i Creates a narrow maiket and stops small industries from getting 
financed. I cannot cover Nevada on a 5% spread. Distances are 
great and customers few and far apart. Yet they need service. 
SMALL UPSTATE NEW YORK TOWN 
Virtually destroys the market for unlisted securities and small | 
companies.*® 
NEW YORK CITY 


Rich Heads Young 
Men’s Board of Trade 


James P. Rich, associated with 
the investment firm of Bradley, 
Gammons & Co., Inc., at 120 


| Broadway, was elected President 


of the New York City Young 
Men’s Board of Trade yesterday. 

In accepting the Presidency of 
the trade group, Rich - said, 


|There can be no finer, no more 


Practically ruined such business. 
SMALL GHIO TOWN 
marketability 


Limits their to too great extent. In fact it 


an 


| practically destroys it.* 


NASHVILLE, TENN. 


None.”* 
SEATTLE, WASH. 
None. Don't think this applies to new issues of either large or | 
small corporations. Small corporations can get funds if they are for 


| a sound purpose and are willing to give the prospective buyer a 


SMALL PENNSLVANIA TOWN 
Deterrent. 

SPARTANBURG, S. C. 

I think it makes it almost impossible to have a good market in 
securities of smaller companies.* 


CHARLESTON, S. C. 
It reduces the market.* 


MEMPHIS, TENN. 
‘ts distribution. 


MEMPHIS, TENN. 


Rest ri 


Dries them up. 
HOUSTON, TEX. 
inhibitory—bureaucratic—destructive. 


DALLAS, TEXAS 

ry . . . . ! 

Wiil aid to put them out of business—I am against the principle | 

and practice of the NASD. | 
DALLAS, TEXAS 

makes it difficult for all to secure fair financing, and impos- | 

for some to secure any.* | 


AUSTIN, TEXAS 


Restrictive 


It 


°1. 9 
5ipie 


Rotten. 

SMALL WASHINGTON TOWN 
Detrimental. 

SMALL WEST VIRGINIA TOWN 


| 
Reduces distribution by 50%, | 


SMALL IDAHO, TOWN 
It is not enough cn small issues.* 
SMALL UPSTATE NEW YORK TOWN 
Very bad effect. 
SEATTLE, WASH. 
Just cne of the many New Deal brain-storms which has stultified | 
development in the U. S. A.* 


SPOKANE, WASH. 
Does not help the market of these stocks. | 


LITTLE ROCK, ARK. 
There no doubt thet this has been one of the factors which 
have prevented small concerns from raising funds. However, the 
other factors, which you know as well as I do, have undoubtedly | 
played a much more important role. It strikes me that with profit | 
possibilities as slim as they are, almost any man would be glad to | 
get 5%. It is not that the profit is too small. It is the fact that the 
securities simply can not be sold. 
| 
DENVER, COLO. 
The whole situation h had the effect of destroying ‘‘venture 
capital,’ particularly insofar as smaller corporations are concerned, 
resulting in increasingly narrower markets, lessened investor interest, | 
etc. A concomitant result is the weakening of corporation borrow- 
ing power since inactive and narrow markets ior corporation securi- 
tics destroy borrowing leverage. “SEC” is the Spanish word for 
“dry,” and conditions are drying indeed.* 
NEW YORK CITY 
Creates a no market situation.* 
NEW YORK CITY 
Bad (Signed) Afraid to sign.* 


PHILADELPHIA, PA. 





is 


as 


None. 
LOS ANGELES, CALIF. 
Bad. 
OAKLAND, CALIF. 
It would be a long story. But do think it has kept over 50% 


from being handled.* 
OAKLAND, CALIF. 
Injurious for out-of-town sales. 


OAKLAND, CALIF. 
Believe in most instances it is satisfactory except on venture 
deals. where salesmen are used, it is not sufficient.* 


SAN FRANCISCO, CALIF. 
Good.* 
SAN FRANCISCO, CALIF. 
None. And it prevents some 10% and 20% mark-ups which have 
been an abomination to our industry. 


Commented Anonymously. 





| reasonable shake for his 


consider all stocks on a 5% 


money, | 
SEATTLE, WASH. | 
Unfavorable.* 
SMALE. WASHINGTON TOWN 
Prohibits many small companies from doing desirable financing. 
DALLAS, TEXAS 
Makes them virtually impossible to sell through regular sales | 
channels. 


| 
| 
| 
| 


PORTLAND, ORE. 
This is not a rule. It is a declared policy and a good one. It | 
helps the market on worthy securities and discourages the promoting | 
of worthless ones. 
NEW YORK CITY 
Broadens the market.* 
NEW YORK CITY 
Renders new financing impossible.* 
NEW YORK CITY 
Can’t handle small issues for 5%. 


NEW YORK CITY 


Promotion and speculation made many of our industries. The 
5% mark-up prohibits scund aggressive promotions. 5% may be | 
sufficient for established company stocks with seasoned earnings and 


good yields. However, many issues with good future prospects 
require expensive advertising and much time by securities salesmen 
to put over. These companies “discovered” by brokers can eventually 
emerge seasoned in earnings and reward the stockholder with large 
dividends and subsequent higher market values. It is ridiculous to 
spread. 


| and 


las 


representative group of so-called 
“young” men in our country to- 
day than our group and the more 
than 2,000 Junior Chambers of 
Commerce like it throughout the 
United States. Ours is a militant 
organization of young business 
professional men who are 
joined together to fight for the 
kind of community and the kind 
of country which we want. We 


| want to preserve the freedom we 


have and to enrich this heritage 
far as it may lie within the 


| power of each of us to contribute.” 
| He pointed out that the member- 
| ship of the Young Men’s Board of 


Trade had increased consider- 
ably in the past year, constituting 
“a really excellent representative 
cross-section of young New York 
business and professional men.” 
Rich complimented the outgoing 
administration of Edward A. 
Broderick, which he called “rich 
in achievement.” 


Indianapolis Power & 
Light Bonds Offered 
By Halsey, Stuart Group 


| Halsey, Stuart & Co. Inc. head- 
ed an underwriting group that of- 
fered publicly, May 11, $8 million 
Indianapolis Power & Light Co. 
first mortgage bonds, 3% series 
due April 1, 1974 at 101.769% and 
accrued interest. Award of the 
bond was won at competitive sale 
on a bid of 101.219. 

Net proceeds, together with pro- 











NEW YORK CITY 
It depends on conditions. In many cases even a 20% mark-up 
would not be excessive, in others 5% would be too much. There is 
no law preventing a retail merchant from a 190% mark-up on con- 


maximum, or even minimum of 5% is a fair rule for 
Its ridiculous.* 
NEW YORK CITY 
Stagnation and loss ot interest, since dealer has little incentive 
to bring the security to the attention of the investor.*® 
NEW YORK CITY 
I couldn’t operate my business on a 5% 
NEW YORK CITY 


a fixed 5% 
durable goods? 


mark-up.* 


'ceeds from the sale of 107,226 
| shares of common stock, will be 
|applied toward payment of part 
|of the costs of completing certain 


| sumer goods and 60% is considered a more or less regular minimum. | construction projects. 
| Why is it, and who is it that can have sufficient divinity as to say that 


General redemption prices for 
the bonds are scaled from 10442% 
| to 100% while special redemption 
|prices range from 101%% _ to 
| 100%. 

The company is engaged prin- 
cipally in the generation, distri- 
bution and sale of electric energy 
in and about the City of Indian- 
apolis, Ind. It also is engaged in 
the production, distribution and 


Limits their marketability and liquidity, thereby making it more| sale of steam for heating and 


cifficult to obtain equity capital. 
; NEW YORK CITY 
Probably, in many instances, hurts the market for such securities 
as it requires research and effert to place thern. The “laborer is 


| worthy of his hire.” 


NEW YORK CITY 
Very poor.* 
NEW YORK CITY 
Restricts market and activity as salesmen do not care to handle 
them. 
NEW YORK CITY 
denies them working capital. 
NEW YORK CITY 


Prevents expansion, 


Depressing. * 
NEW YORK CITY 
Aside from ruining the security business, it lets dealers resort 
to the distributing of issues of $300,000 or under, knowing that these 
securities are of a questionable character, nevertheless he is com- 
pelled to sell same to keep himself together.* 
NEW YORK CITY 
Ruins the market.* 
NEW YORK CITY 
Prevents distribution.*® 
NEW YORK CITY 
A ruinous effect as it prevents secondary distribution and hence 
the dealer resorts to seiling crap that is filled with the SEC to make 
a living.* 
NEW YORK CITY 
Discourages. 
NEW YORK CITY 
None.* 
NEW YORK CITY 
Practically makes it impossible for smaller companies to do 
necessary new financing.* 
(Continued on page 


9° 
32 


) 


| Dec. 


general industrial purposes. As of 
31, 1948 the company and 
utility subsidiary rendered 
service to 160,038 cus- 
tomers in Indianapolis and ad- 
jacent villages, towns and rural 
areas, all within Indiana. 
Associated in the offering are 
Bear, Stearns & Co.; Otis & Co. 
(Inc.); R. W. Pressprich & Co.; 
Stroud & Co., Inc.; William Blair 
& Co.; Mullaney, Wells & Co.; 
Thomas & Co.; City Securities 
Corp.; and Harold E. Wood & Co. 


a a 

With Security Assoc. 
(Special to THe FINANCIAL CHRONICLE) 

- WINTER PARK, FLA. — Oscar 

Bergstrom and George W. Lubke 

are now with Security Associates. 


Leo M. Bernstein & Co. 


WASHINGTON, D. C.—Leo M. 
Bernstein & Company, 1415 K 
Street, N. W. are engaging in a 
securities business. Partners are 
Leo M. Bernstein and Norman 
Bernstein. 


pe eae T. Geyer to For 


Own Investment Firm 
Andrew T. Geyer, formerly 
manager ot the stock department 
for James H. Acker & Co., will 
shortly form A. T, Geyer & Co. to 


its 
electric 


a 











engage in the securities business. 
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Concluding Comments by Dealers 
On Effect of ‘5% Mark-Up”’ 


Philosophy on 


Small Business 


(Continued from page 31 
NEW YORK CITY 
Indirectly has caused stocks 2nd bonds to sell lower and lower. 


if there was money in the 


business ior 


salesmen, many situations 


(issues) would be sold to the public (where the analysts considered 
the issue worthy) and would bring higher vrices for all outstanding 


securities. New 


to put his shoulder to the wheel. 


securities cannot be 
old securities sell at such tremendous discounts. 
for that jcb, but it doesn’t pay the salesman under the 5% 


brought out as long as the 
Salesmen are needed 
mark-up 
He can do better Grivinzg a truck.” 


NEW YORK CITY 


They will be excluded from 


trading.* 


NEW YORK CITY 


“Ruin.” * 


NEW YORK CITY 


Protection for the public.* 


NEW YORK CITY 


Restrictive.* 


NEW YORK CITY 
Salesmen do not sell securities that do not properly compensate 


them. Too many sell new 


issues 
with old ones »ecause the commission on 


10t COMmpare in value 
issues is larger. 


which do 
new 


COLORADO SPRINGS, COLO. 
It is ruining not only financing of small corporations, but small 
brokerage and investment firms if they have to adhere to it. 


BOSTON, MASS. 


Limited market.* 


BUFFALO, N. ¥. 


Bad.* 
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Building-Up Clientele and 
Meeting Special Situations 


(Continued from page 4) 


with your name written on the 
mailing piece. I would mail out 
about three such memos before I 
made my first call. You will find 
this will help to break the ice, 
make it easier for your cold- 
turkey call on the man or woman. 
Pian out on Saturday and Sunday 
all your calls for the ensuing 
week. You 
make 16 to 20 calls per day, and 
these should give you 10 real 


interviews, as a number of your)! 


prospects will not be home when 


you call. 
A typical first call, and I have 
done this, men, many, many 


times: “Good morning, Mr. Jones. 
I am John Smith from Moors & 
Cabot. Through contacts of mine, 


I am glad to learn that you own | 


100 shares of XYZ stock. Are you 
still holding these shares?” 

Given him a chance to answer. 
It helps break the tension of your 
cold-turkey call. He may say to 
you, “Yes, I own them, but what 
about it?” 

“Fine. 
give you an ub-to-date Standard 
& Poor’s report on your stock.” 

And men, knowing that stock 
and corporation well, talk with 
knowledge, conviction and sincer- 
ity about it. Always have the 
name of your firm and yourself 


written on the stock report card | 


which you finally are going ‘to 
leave with him on the first call. 
Check-mark a few 
points On the card which you can 
point out to him. Selling a man 
through his eyes is much easier 
and effective than through his 
ears: you can send the facts home 
better and it holds his attention. 


“Be Sincere and Positive” 


A few side thoughts here of 
advice which I have. gained 


through this exact type of work. 
Always have a friendly approach, 
but be sincere and positive. Al- 
ways have convictions about the 


possible war with Russia and 
other events. The last two years 
and a half I have taken the}! 


premise that there would be no 
shooting war with Russia for 


should endeavor to! 


I will come right in and | 


good high| 


many years to come. I could only 
| be 50% wrong. There hasn’t been 
'a war yet. But you have got to 
| have a conviction and a premise 
'to work On in this business about 
' business conditions for the year, 
'the possibility of a new Federal 
/corporation tax bill, the trend of 
| the stock market, and so forth. 

Have a definite opinion on 


|'things. Don’t be a wishy-washy 
salesman. A prospect or client 


hates to hear a salesman say, “I 
don’t know; it may go up or it 
may go down.” So have an opin- 


ion on things, and men, I say 
again, you can only be 50% 
| wrong. 


A prospect expects you to leave 
with him some definite ideas and 
information, When stocks are 
| down, and the stock market as it 
is now and has been since Labor 
Day of 1946, men and women you 
will be calling on are stunned 
and worried about their stocks. 


Don’t try to know too much 
about too many stocks and bonds, 
but always have a few situations 
|in your mind that you know a lot 
about, for each phase of the busi- 
ness, two or three bonds and high- 
| grade stocks for older people, with 
| fair income and not much chance 
of appreciation and not much risk 
of capital. Then have some 
stocks in the middle class, about 


10% yield, in which there is a 
|chance for appreciation. Then 
have some. speculative stocks 
where they wish no income of 


'any kind, but desire a chance for 
capital growth. 


Don’t be atraid to carry your 
brief case and carry plenty of 
| papers and memos. My bag is 


always with me: I would feel lost 
without it. Look on yourself as a 
financial doctor, capable of pre- 
scribing for a man’s financial 


| 


health, just like an M.D. looks 
after his physical health. In that 


brief case of yours are your an- 
swers to his financial aims and 
troubles. 

Now, getting back to vour first 
interview with a stockholder of 
‘XYZ stock. you should talk along 
these lines: 


“Mr. Jones, I am _ certainly 
pleased you hoid this stock. It is 
giving you a good income from its 
present dividend rate. Its outlook 
for 1949, contrary to many other 
stocks that are not doing so well 
this year, is excellent. It looks 
now as if it will earn a little more 
per share this year than last and 
if this increase holds up the divi- 
dend might be increased, whicn 
will help the market value.” 

Ask him, “How long have you 
held this stock?” He may tell 
you the year he bought it. On 
your card, yOu can easily get from 
the table on the back the high and 
low for that year. You say, “Did 
you pay 40 for it?” and he prob- 
ably will correct you—naming 
the price he did pay—it gives him 
a chance to talk again—which is 
constructive. 

A Typical Case 

Now, let us take a typical case, 
a real procedure. 
find he paid $40 a share. | will 
assume here that the stock is pay- 
ing $2 per share dividend and it 
is selling that day at $20 with a 
yield of 10%. Suggest then: 

“Mr. Jones, it would be worth 
your while to buy 100 shares more 


at 20 to bring down your average | 


cost of 200 shares to 30, with an 
average yield of 712% 
shares. 
on account of this attractive mar- 
ket level, you can invest today, 
say, $2,000 and receive on the new 


| purchase 10% on your money in- 


stead of no income if your cash is 


_in your checking account, or about 
2% if it is in your savings bank 


account.” 


Supposing you} 


| Du Pont, Eastman 


| investment 


on the 200) 
Mr, Jones, it is fortunate | 


“How does this appeal to you, | 


Mr. Jones?” This is where I ask 


order with me today to buy 100|7 ajiways have special situations. 


shares at 20?” 

Wait for his answer. You are 
right, men. The answer will be 
“No”; no question about that. 


him for his first order. “How 
‘does this appeal to you, Mr., 
Jones? Do you wish to place an 


He may say—‘I would like to) 


think it over and study further 
your Standard report card’— 
which you are leaving with him. 

Then get on to a more friendly 
plane with him. I 
see or find something to talk 
about. You may see in his home 
or in his office a stuffed pheasant, 
or a beautiful trout or salmon 
mounted on the wall, or some- 
thing else in that office, perhaps 
a picture of his son—on his desk, 
which you know means something 
to him. 
kind, inquire into 
“Are you fond of fishing?”’—if you 
see a fish, which I very often 
have. “Did you catch that salmon 
vou have mounted on your wall 
up in a New Hampshire lake?” 
and so forth. You will now get 


on a very relaxed friendly plane, | 


because he will talk about things 

he is interested in. 

Analysis of Prospect’s Holdings 
Now bring him back to your 


most always | 


So with some clue of this | 
those fields. | 


domain again by saying: “Are you | 


holding some stocks that have 
gone down market-wise, reduced 
or omitted their dividends, 
you are worried about?” Let him 
talk. Most prospects will tell you 
about such stocks. Then you state 


that | 


that your firm, one of the best in| 


invest- 
and 


has an excellent 
department, 


Boston, 
ment research 


that with no obligation it would, 


be a pleasure fer your 
analyze his holdings and check up 
his situation tor him. 

It is not uncommon for you to 
secure the names of several stocks 
on the first interview that he is 
worried about, and you then have 
the entree for further friendly re- 
turn calls on Mr. Jones, and you 
are on the way to building your 
clientele. 

It is indeed possible and you 
shouid aim to carry out this clien- 
tele building campaign. With hard 
work and ability, vou can in one 
year, 200 working days, no Satur- 
days and Sundays, and with holi- 
days out, secure, if vou are ex- 
ceptionally good, an average of 


firm to) 


one client in 10 real interviews, 
which would give you a large 


business with 200 customers in one 
year. It is not hard at all to se- 
cure at least Gne client in 20 in- 
terviews, which would bring you 
a very nice 100-customer clien- 
tele in a little over one year. 

Men, every factor I have out- 
lined to you tonight has been ac- 
complished by myself, and other 
men I have trained when I was 
doing sales managership work. 
You have to have _ intelligence, 
imagination, be willing to work 
hard, and within a year you 
should be successful in this won- 
derful business, making from $100 
a week to $260 a week, plus. 


Special Situations 

Now that we ail have a sub- 
stantial clientele, let's look over a 
few typical examples of special 
situations to sell your clients, in 
addition to the routine line of in- 
vestments. 

Most of my clients, and yours, 
will hold the old-line, well estab- 
lished stocks, like American Tele- 
phone, General Motors, U.S. Steel, 
Kodak, etc. ] 

two or three geod 
trust stocks in my 
portfolio; those are worth holding. 
{ have many thousands of shares 
of some of the Keystone series, 
such as K-1, the preferred series, 
scattered through my accounts. 
And I expect to sell many more 
of those shares. This, of course, 
I know is gratifying to my good 
friend Bill Cusack, Vice-President 
of Keystone Funds, who is here 
tonight and will talk to vou in a 
few moments when I am through. 
He is a great fellow, an outstand- 
ing success in his field and a firm 
believer—I know him well—in the 
future outlook for our investment 
business. 

Along with the general market, 


always have 


which over the long run should 
make my clients by far the most 
money. Such bond and stock situ- 
ations I go into are placed through 
most of my accounts. I get to 
know these corporations from end 
to end. In some casés I serve on 
the boards of directors, or else I 
have direct contact right into 
management, and keep my clients 
posted monthly on their important 
operations, .earnings, and other 
factors of management. Don’t for- 
get, men, most money is made 
through knowledge in this busi- 
ness, and not through trying to 
guess which way Steel or General 
Motors is going to go. 

I will now give you a few ex- 
amples of special situations I have 
been in during the past two or 
three years. I have had them 
every year right on back, but two 
years is near enough for this taik 
tonight. I live with these stocks 
and stay with them until the re- 
sults I aimed at are attained, if 
possible. 


The Boston Elevated Stock 
My first example is Boston Ele- 
vated stock. About a year and a 


half ago, when my clients, like 
yours, were so discouraged and 


dazed that they could not see any 
daylight and had a very low feel- 
ing towards stocks and Wall Street 
in general, [ couldn’t sell them 
hardly anything. They didn’t want 
to do anything. 

After making a complete study 
of the Boston Elevated Company, 
I saw that $20-odd million had 
been paid in cash by the Massa- 
chusetts Transit Authority and 
had been deposited in the Mer- 
chants National Bank of Boston 
in cash. And I saw it was now 
only a liquidation matter, a stock 
not dependent upon earnings, out- 
look or anything. 

So after a payment to the Ele- 
vated stockholders of $40 per 
share, the stamped stock traded 
on the Boston Stock Exchange and 
over the counter was then selling 
around 1812 to 19% per share. The 
Federal capital gains tax was es- 
timated at around $6,200,000 or a 
little under. I made it my point 
to get to know the President of 
the company, Mr. O'Connell, the 


President of Slattery’s Department 


Store, a wonderful man to know 
and talk to and a grand fellow, 


and the attorneys for the Boston 
Elevaied. 

I clearly saw that if the State 
Supreme Court ruled in time that 
the MTA of the Commonwealth 
of Massachusetts had to pay the 
Fedeial capital gains tax, living 
up to their contract to give the 
El stockholder his full $85 per 
share, the stamped stock bought 
at around 19 would then 
than double the man’s invested 
capital. And I didn't know of any- 
thing else at that time that I 
could even dream would go up 
even one point. 

I also was shown by Mr. O’Con- 
nell that we had all the grounds 
required to get a reduction in the 
Federal tax bill of perhaps up to 
$1,000,000, ana if received, stock- 
holders would then be paid—if we 
lost cur tax case—perhaps as high 
as $23 per share. I saw we should 
be paid back approximately 19!» 
if we lost our tax case and got no 
tax reduction. I could buy the 
stock for around 18% or 19. 

So I went to work on my clients 
and interested them in purchas- 
ing this El stock in a down-to- 
earth, homely way. I often sell 
this homely way; it pays off. I 
said: “Mr. Jones, would you like 
to go down to Suffolk Downs and 
bet on a horse someone had given 
you a good tip on, go to the win- 
dows and buy your ticket—your 
horse then on the board was a 
2-to-1 shot, you would then go 
back to your clubhouse seat and 
see the race, but in the home 
stretch your horse tires and drops 
back to 2nd, 3rd, and then 5th, 
and you lost your money? Now, 
how would you like this to happen 
today? Suffolk Downs has a new 
rule just for today, when I am 
talking to you here. If you play 
a horse called ‘Elevated,’ a 2-to-1! 
shot, and gamble your money, if 
‘Elevated’ comes in first, he will 
give you double your investment. 
But if he falls down and breaks 
a leg on the track and never comes 
in, the track feels so sorry in your 
case that it will give you back 
your money you haa bet, and 
maybe a little more. Of course, 
you would like that, wouldn't 
you? How could vou lose?” 

“Well, Mr. Jones, that is just 
what you can do today in Boston 
Elevated stock.”’ 

It was the first time in years 
that I could offer a stock to my 
customers which was not depen- 
dent upon earnings and dividends. 
You were buying American dol- 
lars in the bank, and you just had 
to wait for the pay-off, a good 
change to win our case in the 
Supreme Couri whereby we would 
have doubled our invested capital, 
and if we lost our case you would 
get back $19.00 a share and pos- 
sibly $23. 

Well, men, it went over big, and 
my clients bought several thou- 
sands of shares. Our Supreme 
Court has rendered a_ verdict 
against us. I kept my clients 
posted as usual. Some sold out 
right away, thet afternoon when I 
got the news from the State House. 
at around 19 to break even. Some 
are waiting for Uncle Sam to ad- 
just our tax claim, and we may 
get back around $23 or so in cash. 

Today the stock sells at 1642,a 
discount on the American dollars 
deposited in the banks in Boston. 
In talking a few days ago with 
President O’Connell, he feels this 
vear it will atl be settled up, he 
believes we will get a satisfactory 
reduction in our Federal tax bill. 
and perhaps somewhere near $23 
per share in cash will be paid. 
Men, that was an easy way to sell 
a stock in that type of gloomy 
stock market. 


R. Hoe & Co. 


Number Two, another special 
situation, R. Hoe & Co. About 
three years ago, after a lot of 


study, our Chicago friends, whom 
we have been in some very fine 
deals with over a period of years 
showed us a situation which ap- 
peared to have unusual charge-offs 


more, 
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and uncapitalized assets, whereby 
with some constructive changes in 
management, a really attractive 
Situation existed. And it was one 
we could live with for some years 
to come and help develop. 

R. Hoe & Co. is one of our 
oldest enterprises; it started over 
140 years ago. It is the leader and 
dominating factor in the United 
States in the newspaper and maga- 
zine printing-press field; and the 


heavy timber-saw industry, which | 


it has served ior over 125 years. 
I asked some of the officials in 
the lumber industry at one time, 
when I made an inspection of a 
lumber company in Washington on 
the West Coast, ‘“‘What kind of 
saws do you use?” Well, they said, 
“we only think we can use one 
kind.” 
“Who are they made by?” 
“R. Hoe & Co.’ Because cut- 
ting through these great, heavy 
Douglas fir logs 24 hours a day, 
it seems to be, in their opinion, 
the best saw. “1 
Well, our Chicago friend and I 
were elected to the board of di- 
rectors, and about that time Mr. 
Joseph Auer became our new 
Presiaent, and the whole operat- 
ing and sales organization have 
functioned well under him; he is 
doing a swell job. 
In that company the senior stock 
is the 96,000 shares of class A 
preference, $4 dividend stock. 
They had about $84 of accumu- 
lated dividends per share. After 
considerable effort—it wasn't easy 
—finally a plan was effected to 
eliminate the $84 in arrears. Each 
stockholder received $4 in cash 
and iour shares for each class A 
share, of a new class B, with a 
liquidating value of $20 per share 
—ifour times $20 is $80, plus $4 is 
$84. Then the class A stock be- 
came current, up to date, and has 
paid a dividend ever since. In a 
little over two years the B has 
been purchased in the market for 
cancellation, and trom nearly 400,- 
000 shares outstanding more than 
two years ago, there are now out 
only 255,769 shares. For 1949 fis- 
cal year which started Oct. 1, 1948, 
approximately $50,000 per month 


has cccrued in this B stock re- 
demption fund. 

So in a little over two years 
approximately $8 per share has 


meen added to the common by the 
cash purchase of B shares for can- 
cellation—as the B shares come 
ahead of the common. And the 
common today sells around 6 or 
642, with earnings of over $5 a 
share after all charges and taxes. 

You imen here tonight know, 
and I know myself from other 
companies I am interested in, that 
we are not getting an awful lot 
of new business on the books in 
a great money corporations. Many 
companies have used up their 
backlogs. Textiles, especially, have 
gone cown to two, three, or four 
days a week, and new business 
coming in is very, very hard to 
get. Hoe Company in the first 
six months of this fiscal year 
has placed new orders on _ its 
books of $8,200,000 against $7,- 
400,000 for the exact same days 
of last year, which was a good 
industrial year for business. 

Hoe has shipped and billed out 
in the first six months this year 
$8,100,000, against $7,800,000 a 
vear ago, and the net profit after 
taxes for the six months was ap- 
proximately $935,000 against $827,- 
000 the year before. Its sales de- 
partment is excej/lent, and with a 
backlog of over $25,000,000 the 
corporation has day and _ night 
capacity operation in all our plants 
for at least two years ahead. The 
company earned its entire $4 class 
A preference dividend in the first 
two months and two weeks of the 
fiscal year. 

So my clients hold class A stock 


for investmert, to yield at the 
wrice today 45, callable at 65, 
approximately 9%, and there is 


plenty of possible capital appre- 
ciation from 45 to 65. 


It is hoped by many class A 
stockholders that in the not too 
Uistant future, when there are 





| ing 


only about 2€0,000 shares of B 
leit, that a plan of recapitalization 
could become effective that would 


replace the class A stock callable | 
income aebentures, | 
would be offered to the| 


at 65 with 4% 
which 
class A stockholders first, on an 
exchange basis, whereby a class A 
holder would receive in deben- 


tures at least $4 per share income | 


or more. 


There appears to be an active | 
buying interest by several insti- | 


tuuons, who desire to take up all 
these debentures, or 
would not be subscribed to by 
present class A stockholders. By 
replacing class A stock—with in- 
come debentures a_ substantial 
Federal tax saving would be ef- 
iected—as the class A dividend 
payments are paid from net profit 
atter Federal taxes are deducted. 
the same sum paid out as de- 
benture is an expense item before 
rederal tax. 

R. Hoe & Co. would save around 
$150,000 a year in tax saving, a 
million and a half in 10 years. 
Perhaps such a plan could com- 
bine an attractive deal to elimi- 
nate the then remaining B shares. 
Then the common, which is now 
earning approximately $5 a share, 
could be placed on a dividend 
basis. Then this fine old 140-year 
concern could further its expan- 


sion after the common being 
placed pnlaced on at least a $2 
dividend basis, absorb and buy 


out, with the exchange of R. Hoe 
& Co. common stock, when it was 
selling on a much higher level, 
tor the control of one or two other 
corporations that would fit well 
into the Hoe picture and round 
out its products. 

There is one concern now, fam- 
ily-owned, that might be absorbed 
in this way. The merger could be 
effected and it can be done when 
the time comes and show Hoe 
company a net profit after taxes 
from this new subsidiary of over a 
million dollars per year where 
the Hoe total net now is approxi- 
materly one million seven. And 
that company can be bought, when 
the time comes, with such an ex- 
change of stock. 

So this is another type of situa- 
tion I have enjoyed a continuing 
interest in, and I personally be- 
lieve you men could enjoy mak- 
money for your clients in 
both the class A stock and the 
common, 


Central Railroad of New Jersey 
Bonds ; 

Special Situation No. 3, Central 
Railroad of New Jersey bonds, 5s 
of 1987—I will cut through this 
pretty quick. It came to us 
through my rail analysts’ friends 
in New York City. It was a bond 
then selling around 65 when I put 
it away. You could see the piar 
coming through the ICC and Fed- 
eral Court and whether or not the 
plan is effected my clients should 
make money, plenty of money: 
we will make more if there is nc 
reorganization. And since my 
clients bought these bonds—it was 
an easy job to sell at 65—my 
clients have had 25 points off of 
65, which is 40, interest over the 
last six months. It marked their 
cost price down to 40 from 65. 
There are still 20 more points of 
interest to be paid if the bonds 
are to become current; that would 
bring the price down to 20 and 
then my clients would be holding 
a current 5% first mortgage bond 
of the Central RR. of New Jersey 
at a cost of 20, which I think 
would sell in the market above 75. 

It didn’t take any selling ability 





to put away in my case several 
hundred of those bonds. And 
those bonds are one of the few 


things that have done well for our 
clients over the last six months 
because they are higher today in 
relation of their cost price, giving 





| 
whatever | 


poration, 
Mass. 


located in Cambridge, 
This, I believe, is an un- 
usual opportunity for growth. 
You have received tonight the 
“Wall Street Journal” reprint and 
also the brochure. This is the 
Only time I have ever had the 
opportunity of going into a brand 
‘new field wherein we have the 
basic patent control. It is all ours; 
| we are the first ones in it. 

We are making artificial, ter- 
rifically powerful sound waves 
that have a wide use in industry. 
It will do wonderful things. It is 
unknown yet—the scope and area 
of its future field of endeavor. 
We simply take compressed air in 
a straight line and through our 
patented generator turbine, break 
it up, chop it up, cut it up, so that 
at the end it comes out as arti- 
ficially made sound waves. What 
does sound do? All that sound 
does is to vibrate something to 
death or pieces. 

The familiar, work-a-day sound 
wave 
{rom a whisper to a whistle is be- 
ing intensified and blasted forth 
to help manufacture carbon black, 
recover lost chemicals, purify 
“sour” gas, banish dangerous flue 
dust and hurry the drying of 
drugs and soap. Powerful sound 
waves are expected to speed 
paper-making by 20%. The work 
is done by sound-making ma- 
chines—new strong-lunged gener- 
ators that chop compressed aii 
into powerful sound waves. These 
husky gadgets have moved the 
science of high-power sound out 
of the test tube and put it to work 
in the factory. 

Take the new sound machine 
which Ultrasonic Corp. is install- 
ing in the plant of a big soap 
maker to help spray-dry_ soap. 
Powerful high - pitched sound 
waves will be aimed at the soap 


as it’s sprayed out to dry. The 
sound vibrations will jiggle the 
droplets of coap so vigorously 


they'll zig-zag as they fall, cover- 
ing 200 times the normal distance 
in the same amount of time. This 
violent motion means faster dry- 
ing. It is claimed the same sound- 
bouncing process can be used tec 
spray-dry drugs, detergents, pow- 
dered milk or coffee, 

Sound waves are 
paper making, too. 
Southern Advance Bag & Paper 
Co. at Hodge, La., Ultrasonic is 
testing a sound-wave dryer. When 
aper starts its long passage 
through the drying machines, it is 


going into 
In a plant of 


more than 99% water. The new 
sonic machinery will bombard 
this soaking sheet with sound 


waves, give it the “shakes” and 
literally knock off the water. 
Company officials believe they 
can speed up the process enough 
to boost the capacity of each paper 
machine sharply. They expect to 
verfect the sonic dryer in about a 
year, 

Armed with its powerful new 
generators, Ultrasonic Corp. is 
selling the use of sound waves to 


industry. So far their main job 
has been in chemical processes 
where the waves help recover 


some valuable products and pur- 
ify others. One Ultrasonic sound- 
maker is in operation, contracts 
have been signed for seven others 
and the firm is negotiating for the 
sale of 25 or so more. 

First job of the powerful new 
waves—in this case the audible 
variety—has been to work on the 
tiny particles of solids or liquids | 
which are suspended in gases and 
come rolling out of chemical vats 
and factory chimneys as fumes, 
mists or smoke. Sometimes the 





due consideration to their interest | 


paid. 


Ultrasonic Corporation 
My last example, No. 4, is of a 
svecial situation of > rew. vonng. 
growing company, Ultrasonic Cor- 


| of 





sound waves dispel bothersome 
smoke; sometimes they recover 
valuable chemicals in the fumes. 
At present such particles—so 
small it would take 2,500 to 20,000 
or more to stretch an inch—are 
usually collected electrostatically. 
The solids are given a positive or 
negative electric charge and then 
are attracted to wires or plates 
having the opposite charge. Cost 
installing the simpler, more 
sound-wave collector is 
by Ultrasonic 


compace 


estimated officials 


that brings you anything) 





to be about half that of the elec- 
trostatic type. 
A good example in the collector 
Ultrasonic installed in the new 
carbon black plant of Cabot Car- 
bon Co, in Pampa, Texas. This 
manufacturing process, if you re- 
duce it to simple terms, involves 
burning natural gas with so little 
oxygen that it forms a_ sooty 
smoke from which carbon black 
is separated. That’s where sound 
waves come in handy. 
A high - powered 
throws sound waves 
foot-tall cylindrical drum  con- 
taining the smoke. As the waves 
jiggle the tiny carbon particles 
thousands of times per setond, the 


generatol 
into a 


smaller, faster moving bits ad-| 
here to the larger, slower ones. 


These black particles “‘snowball’ 
until they’re large enough to fall 
to the bottom into a metal trap 
where they’re drawn off. The gas 
that’s left is blown out into ine 
air. 

Ultrasonic Corp. has a contract 
to put sound waves to work, simi- 
larly, collecting sulphuric acid 
fumes generated in a new sul- 
phuric acid plant which has been 
built in New Jersey by Chemical 
Construction Corp., a subsidiary 
of American Cyanamid Co. 

Company oificials claim their 
sonic apparatus will also recovel 
fine dusts of lead, zinc, molybde- 
num and other metals which go 
up the stack in smelting proc- 
esses; iron oxide and its fellow 
metals which end up in blast fur- 
nace fumes and tine dusts ol 
chemicals, some worth $100 a ton, 
used in processing petroleum. 

One big oil company has or- 
dered a sound-making machine to 
remove the sulphur in “sour” nat- 
ural gas. T'wo paper mills have 
contracted for sound 
which will recover valuable chem- 
icals that go up the chimney in 
paper production, and the Com- 
bustion Engineering Corp. has 
signed up for a sonic machine to 
remove harmful flue dust in a 
new England plant. 

The Army has its finger in the 
game of sound waves, too. At the 
Aero Medicai Laboratory’ at 
Wright Field, Ultrasonic appara- 
tus is being used to study the et- 
fect of high-pitched sound waves 
on human beings. Engineers fear 
ihat as planes break into the 
faster-than-sound zone, they may 
set up an_ ultrasonic vibration 
harmful to pilots. 

Advantages of 
are. 

Fines of any chemical, physical 
be re- 


sonic collectors 


or electrical nature may 
covered. 
Temperature of the gas being 


treated may vary widely from be- 
low 0° F. to over 900° F. 

Inflammable gases and _ fines 
may safely be treated by operat- 
ing generator on inert or cleaned 
process gas. 

Minimum of operating expense 
and maintenance time is required. 

High collection efficiencies are 
obtained, resulting in rapid re- 
turn of installation cost. 

Installed cost is inherently 

often much less than 

other fine particle collectors. 

Operating expense, too, 
herently low. 

Valuable fine particles now 


low 
fo. 
in- 


1S 


lost 


-may be readily recovered, and air 


pollution problems eliminated. 

The Ultrasonic Corp. woulc 
have outstanding, if all the pres- 
ent options were paid for anc 
exercised, a little under 70,006 
shares. There are no bank loans 
mortgage debt or preferred stock 
outstanding. The balance shect a: 
of Dec. 31. 1948, showed current 
assets of $217,238, against current 
liabilities of $8.227—a ratio 
26-to-1. 

From a trade survey and analy- 
sis of its sales field, it is estimated 
that after its research work in the 
field on a large gas flow in an 


o! 


industrial plan is completed, sub-, 


20- | 


choppers | 





stantial sales and profits can be 
shown as outlined below: 

The first year after completien 
of this field research work—which 
|could be July 1, 1949—it is esti- 
mated sales for that first-year 
period—$1,530,000—which should 
show a net profit after Federal 
taxes on 70,000 common shares— 
approximately $4.50 per share. 

The second year—sales of $4,- 
910,000—net profit after charges 
and Federal taxes of—$915,000— 
approximately $13 per share. 

And the third year—sales of 
$12,875,000—net profit of $2,400,- 
000—which would be approxi- 
mately $34 per share. 

The last sales of stock 
market were approximately $20 
per share. So, around this level, 
the stock would appear to be an 
attractive growth - speculation; 
with earnings as outlined above, 
this stock could sell at substan- 
tially higher values. 

These are the kind of speciak 
situations I have been interested 
in—they give a wide area for your 
' work, 

In closing, I wish to say to you 
men—my fellow Investment Club 
Members—that my door at Moors 
& Cabot is always open to you. 
I am interested in young men— 
have two sons of my own, one 29 
and one 34 years of age—who are 
' successful] in business. So, let me 
hear some of your sales problems 
and I will advise you on them. # 
will be a pleasure to serve and 
work with you. 


Halsey. 


in the 


Stuart Offers 
Potomac Electric Bonds 


Halsey, Stuart & Co. Inc. and 
associates offered to the public, 
May 11, $10 million Potomae 
Electric Power Co. first mortgage 
bonds, series due 1984 at 
1014» % and accrued interest. The 
group was awarded the bonds at 
competitive sale on its bid of 
101.01991. 

Net proceeds from the sale of 
bonds, together with funds from 


97/. of 
242 % 


the sale of additional common 
stock, will be used in connection 
with the construction programs 


of the company and its subsidiary, 
Braddock Light & Power Co., Inc. 

The new bonds will be redeem- 
able at prices ranging from 
104142% to 100% and at speciai 
prices scaled from 101.67% te 
100%. 

The company serves with elec- 
tricity an area consisting of ap- 
proximately 633 square miles. 
comprising the entire District of 
Columbia and approximately 51% 
and 63%, respectively, of Prince 
xyeorge’s and Montgomery Coun- 
ties in Maryland. 

Associated in the offering are 
Otis & Co. (Inc.): Shields & Co.: 
the Robinson - Humphrey Co.: 
Byrd Brothers; Gregory & Son. 
Inc.: Stein Bros. & Boyce; Thomas 
& Co.; Mullaney, Wells & Co: 
Wm. E. Pollock & Co. Ine. 
& Co.; Thomas L. Hunie 


Inc.; and Roger S. Palmer 


Courts 
Sons, 
Co. 
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can expect an effective farm-production and price-stabiliza-. 
tion program to serve the interests of all the people,” the | 
Secretary told the Committee at one point. And here in| 


very brief is the list: 


(1) It can help prevent depression: Most depressions | 
have been farm-led and farm-fed. Farm prices traditionally | 
go down before, faster. and farther than other prices. On the| 
downswing of the business cycle, farm people are the major| 
early victims of the squeeze. As their income and. there-| 
fore, purchasing power is cut by low prices or production | 
failure, industrial producers find a contracting market for | 
their production. This throws workers out of jobs. They in. 
turn spend less for farm products, which in turn further 
forces down farm prices, and farm purchasing power is 
further cut.... 


(2) A farm-production and price-adjustment program | 
can help build markets for industrial goods and help main-| 
tain employment for labor: Industry today is dependent on 


= farm market to a far greater degree that it has ever 
re 


(3) Stable farm prices and incomes encourage high-level 
production with the greatest assurance of reasonable prices 
to consumers. This is one of the most significant lessons 
from our wartime experience. Without the cost-plus con-| 
tracts and guaranties enjoyed by many industries, and with 
only reasonable price protection, farmers quickly made great 





shifts in the use of their productive resources to meet war 


needs. ... | 

(4) A program that helps maintain farm incomes helps' 
to maintain agricultural resources: City people, just as much | 
as farm people, are concerned with the problem of conserva-| 
tion. Our soil, water, and forest resources must support a 
population that is still growing, and our objective is a higher 
standard of living for the people as a whole. Yet we are 
still losing productivity on hundreds of thousands of acres 
every year. Half of all our cropland is still subject to erosion. 
... Resources can be conserved and improved only if they are 
used profitably. ... 


(5) An effective farm program is essential to our na- 
tional security, will provide a reservoir of goods which pro- 
tects the nation against crop failure, and will assure supplies 
for an even flow of world trade: Reserve supplies above 
ground and their counterpart—reserve strength in the soil— 
are essentials of national defense. ... 

(6) A price-support program which safeguards our rural 
economic strength can help stabilize the rural community 
and help maintain individual opportunity in our free-enter- 
prise system: One bulwark of democracy may be found in 
the prosperous rural community mainly composed of eco- 
nomically strong families farming in the traditional Amer- 
ican pattern. It is an ever-present answer to communism. 

The naive soul reading this type of oratory might 
almost come to the conclusion that all that Congress 
really needs to do is to pass a good farm subsidy pro- 
gram, and go home and watch the nation’s welfare 
bloom and mature in all the fields and in all the factories 
of the land. In such an event the harassed business 
man could relax and all the rest of us enjoy surcease 
from sorrow. True it is, of course, that the Secretary 
at intervals explains that this farm program of his is 
not the only thing that is needed to usher in a millenium 
—there are some others who need to be helped in order 
to have everything just as it ought to be — but there 
would be much less to worry about and life would be 
so much simpler and easier for us all if only we had such 
a farm program as the Secretary now suggests! A school 
child who could not be expected to recognize economic 
fallacy would naturally and normally come to just some 
such conclusions. 

What Nonsense! 

But what nonsense this is! The farmer leads and feeds 
depressions by losing his own prosperity. Accordingly, the 
remedy is to take from other people a part of their pur- 
chasing power and turn it over to the farmer in order that 
he (the farmer) may buy their products! But who now will 
supply these other people with purchasing power so that they 
can buy farm products? How much simpler it would be 
to have the manufacturer, the store-keeper, the non-farm 
consumer, and the rest organize a movement modeled upon 
the “CARE” pattern to provide the farmer with what he 
wants! 

And industry would then not need the farm mar- 
ket particularly, since it would be supplying that mar- 
ket gratis—that is, except for the prosperity it indirectly 
(or however it is) draws from its charity. The farmer, 
in his turn, being supplied without charge with a sub- 


stantial part of his needs, both personal and business, 
would not need to charge so much for his goods — and 
could not get very much for his goods since his cus- 
tomers meanwhile had been impoverished by their gen- 
erosity to him. But so long as prices remained above 
these reduced costs, his income would vary with his 
production (apart from the vagaries of weather), and 
thus large scale production would be encouraged, and 
ample supplies assured! And so we might proceed 
through to the end of the list of advantages the Secretary 
claims for an effective farm program. 


Silly? Of Course! 


Is all this silly? Of course. Precisely as silly as the 
arguments of Secretary Brannan in behalf of his farm pro- 
gram. And, incidentally, precisely as silly as all those argu- 
ments employed by so many to defend so many and so 
varied a list of subsidies and largesse. High wages, shorter 
hours, unemployment insurance, free spending on the part 
of government, and a dozen other of the “modern” anti- 
septics or depression specifics so constantly prescribed in 
this day and time by so many amateur physicians are, of 
course, in precisely the same category. Defense of these 
measures has not always—or even usually—been so elab- 
orated. 

Perhaps those who do not qualify as farmers should 
feel a certain debt of gratitude to the Secretary for the 
suggestions he has afforded as to how to make their 
claim for charity sound, reasonable and respectable. 
They are hardly indebted to the Secretary on any other 
account. 


ion ? 

Severe Slump or a Depre:sion? 
(Continued from first page) 

declines have always involved one| expansion programs are completed 
or more sharp and_ substantial|in some and finally in all major 
downswings and a long period of industries and as farm prices and 
sagging prices’ bringing them) production are slowly adjusted to 
eventually back to their prewar| the new demand situations they 
levels. will have to face. 
Many of the illusions commonly While the credit resources of 





'held at the crests of past booms | private loaning institutions have 
'are popular today. For example,| not been and are not likely to be 


| 

almost everyone expects a read- | @ limiting factor, the inability of 
justment but considers a major} business in general to obtain in 
depression to be out of the ques-| the financial markets the equity 
tion; prices are considered to be | funds essential to a long period of 
on a new and permanent plateau;}expansion has restrained many 
there is much reliance on the gov-|concerns from proceeding with 
ernment’s determination to use its| the second segments of their long- 
new powers to prevent a depres-| range plant and equipment ex- 
sion; many individuals in govern- | pansion programs. 
ment assume that it will be possi-| The government is full of con- 
ble to perpetuate the boom by the fidence that it can prevent <% 
use of various and sundry sup-/ slump by svending freely, financ- 
ports and pegs, and finally the es-| ing its deficits in an inflationary 
timates of future growth in our! way, engaging in large scale relief 
markets are characteristically lib-! operations for individuals and 
eral as compared to what they) businesses, making money easy 
were just a few years ago. A sharp| and cheap and stepping up its ex- 
downswing in production, incomes} penditures for public works. And 
and prices could have about thett is firmly bélieved by a number 
same elements of surprise that}of government economists that 
they have had in the past. _, even wif casdecline in business 

Many of the demands which| starts, measures of this kind can 
were responsible for the postwar| prevent it from developing into a 
boom were or are temporary and| serious depression. Such 
optional. Acute shortages were| dence in the government's power 
natural when business was called|to spegid vigorously enough so as 








‘upon to reconvert to peacetime | to offStt any decline in private 


production to make up the vast| outlays exists despite the failure 
deficiencies accumulated during | of pum ming in the 30s despite 


the long period of wartime re-| the possibility that big deficits | 


the urgent! might be sa: threatening that for 
needs for housing and durable| every dollar the government paid 
goods of the new families created| out several edollars in private 
during the war period; to provide | funds would go into hiding. 

material aid for restoring the war The postwar oom is unique in 


strictions; to meet 


torn areas; to make substantial in-| that there has been little evidence | 
vestments abroad so as to enable} cf speculation for the rise or of | 


some of the less well developed | intemperate credit expansion in 
areas of the world to catch up| eifher Qur.security or commod- 
with the industrial revolution, and} ity markets. Those developments 
to expand and rebuild our own! which frequently in the past have 
productive facilities in response} touched off the big slides in busi- 


to the rapid strides made in the| ness, or have caused a decline, | 


past 15 years in industrial tech-|once started, to spiral into a 
nology. These demands are all/ vicious credit deflation are not 
temporary and the time will come | present today: The stage does not 
inevitably, and perhaps sooner | appear to be set for either a finan- 
than we expect, when industrial} ciai panic or a great deflation. 
producticn will have to be geared 
to more nearly normal markets. troublesome and sometimes they 
For a time capacity may be in €X-| have been painful but most of 
cess of demand in important areas| them have been short and all of 
of our economy. them have been 
The nation may well face a pro-| periods of growth and progress 
tracted rather than a brief period; and prosperity. In the history of 
of readjustment as foreign nations| this nation depressions have been 
realign their currencies and one|only brief interruptions in the 
efter another reenters into com-| economié¢é growth which has car- 
petition with us, as the backlogs | ried our standard of living to fan- 
are eliminated in first one and | tastically high levels and there is 
then in another business, as plant no reason to-doubt that the basis 





confi- | 


Depressions have always been 


followed by} 


exists for a vast expansion in the 
decade ahead— if we get the nec- 
essary readjustments out of our 
system and remove the roadblocks 
to growth. 

Conclusions 

We are in a readjustment which, 
unless the cold war gets hotter, 
may well be fairly serious before 
it is completed. The risk that be- 
fore the readjustment is com- 
pleted we shall experience either 
a severe recession or a moderate 
depression is very great. 

There is no need for anything 
more severe than that, for vistas 
of great development can be real- 
ized if the economic policies of the 
nation are kept in sound balance, 
We need hospitals, schools, roads, 
housing and all that goes with 
them to accommodate the accel- 
erated growth that has been tak- 
ing place in our population. We 
are in the pilot plant stage of a 
revolution in industrial and agri- 
eultural technology which is ca- 
pable of lowering costs and im- 
proving the quality of products, 
widening markets and providing 
the basis for continued heavy in- 
vestment in plant and equipment. 

We shall have a severe or pro- 
longed depression only if the gov- 
ernment relies solely on its spend- 
ing vower to turn the tide and 
refuses to take those actions which 
will reactivate and reinvigorate 
the factors making for expansion 
in the private sector of the econ- 
omy. Of our gross national prod- 
uct of about $250 billion approxi- 
mately $200 billion originates in 
private enterprise. The govern- 
ment hasn't got what it takes to 
offset even a 20% decline in pri- 
vate income by an increase in its 
own expenditures and the great 
risk is that any threat that the 
government contemplated any 
such course of action—with the 
inevitable deficit — might under- 
mine the whole structure of confi- 
dence on which enterprise rests. 
The economic risks are obviously 
great—so great, in fact, that our 
Number One task today is to mo- 
bilize the full resources of the 
nation in the preparation of an 
alternative program to that which 
relies almost wholly on govern- 
ment outlays, i.e., one which will 
set the stage for a great revival 
in private investment by business 
and by individuals. That cails for 
the best and most sincere thought 
of our leaders in government, 
business, banking, agriculture and 
labor. It is imperative that such a 
program be prepared immediately 
for the time of need may well be 
sooner than we think. 

The sequel to the postwar boom 
will be a moderate readjustment 
followed by a_ great pericd of 
prosperity or a long debilitating 
period of depression, depending 
upon how realistically we ap- 
proach the problem of restoring 
the drive in the private enterprise 
system. If I may be permitted the 
luxury of one prediction it is that 
the statesmen of American Gov- 
ernment, business, banking, agri- 
culture and labor can be counted 
on to do just that—although it 
may take a real jolt before we 


| will be brought to the point where 


we can set a more realistic course. 





Hirsch Co. to Show Movie 


Hirsch & Co., Members of New 
York Stock Exchange, announce 
that the motion picture “Money at 
Work” will be shown at the firm’s 
office at 2291 Broadway on Thurs- 
day, May 12 at 8. p.m. The pic- 
ture describes the operation of 
the New York Stock Exchange 
and the part it plays in a demo- 
cratic economy. 

The firm also announces that 
this office will be open every 
Thursday evening from 7:30 p.m., 
after May 12. 


John R. Jones Opens 


(Special to THE FINANCIAL CHRONICLE) 


ST. JOSEPH, MO. — John R. 








Jones is engaging in a securities- 


business from offices at 136 Park 
Lane. In the past he was on offi- 
cer of Atlas Investment Co. 
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Prospects of Business Financing 
—The Long Range View 


(Continued from page 8) 
economy, resources may be allo- 
cated in a manner not consistent | 
with society’s aims as reflected by | 
the relative profitability of other 
firms and industries. The use of | 
retained earnings enables a corpo- 
ration to avoid going into the mar- 
ket for funds and competing with 
other firms for the available mon- 
cy. In this manner one of the im-| 
portant merits of a system of free | 
enterprise broken down, | 

One group of people argues that | 
there is 0 equity capital problem | 
and points to: 


iS 


(a) the large proportion of cor- 
porate uses of funds supplied by 


gross corporate savings in the 
postwar vears; and 
(pb) the large volume of new 


capital security issues as evidence 
of a strong and vital capital mar- 
ket. 
Amount of New Capital 
Over-rated 

Point (a) has already been dis- 
cussed so attention will be devoted | 
only to point (b). Reference is} 
frequentiv made to the fact that | 
$6,090,000.000 of new capital se-| 
curliy issues were floated in 1948, | 
an amount exceeded only by the| 
1929 figure of $6,400,000 000. While | 
the absolute figure appears large} 








Applying this 


less impressive. 
ratio of new g¢apital security Is- 
sues to uses of funds were applied 


ito the 1948 uses of funds, the vol- 


ume of new capital issues required 
to maintain the same ratio as ex- 


|security issues figure becomes far | ing , 
If the 1926-1929) fixed interest bearing obligations 


were about 20% of corporate uses | 


of 


funds in the years 1926-1929. 


+ 


& 


uses of funds the volume of new 
capital stock issues would 
$4,900,000,000 compared with the 
actual figure of $900,000,000. 


Despite the large volume of new | 


capital security issues in 1948, the | 


capital markets did 
anywhere near the same propor- 
tion of business uses of funds as 
was true in the late twenties. This 
was even more evident in the case 
of new capita! stock issues. 

The ratio of equity funds to 
total uses of funds was about the 
same after the war as in the late 
twenties and the ratio of new 
capital security issues to corporate 
uses of funds was lower than in 
the earlier period. Bank loans 
supplied business with the added 


not supply | 


in equity securities versus 
has widened thereby making debt 
financing even cheaper. Further- 
more, the corporation can deduct 
interest charges on the debt in 
computing net taxable income thus 


/isted in the late twenties would, adding to the relative cost ad- 
i be $14,000,000,000. | vantage of debt financing. 
(2) New capital stock issues 


Effects of Debt Financing 
What has been the effect of in- 


ratio to the 1948) creasing resort to debt financing 


upon the capital structures of 


be! American industry? It is frequent- 


ly asserted that while debt fi- 
nancing is large, the wartime in- 
creases in net worth were so large 
that the ratio of debt to net worth 
is not out of line with the prewar 
experience (Table 2). The use ot 
aggregate data is unsatisfactory as 
it obscures relative changes taking 
place among the components that 
make up the aggregate. Unfor- 
tunately, the only data compara- 


| ble to the Statistics of Income are 


necessary money in the postwar | 


era. The volume of business loans 
of the banks in 1946-1948 was 


an entirely different impression; about 15% of corporate uses of | 


results from comparing’ these 
amounts to the uses of corporate | 


funds in the respective years. | 

(1) In the period 1926-1929 new | 
capital security issues comprised | 
about 6VU% of corporate uses of| 
funds. In view of the substantially | 


Jarger uses of funds in the post-| 
e ! 
war period, the 1948 new capital} 


funds. In the 1926-1929 era, busi- 
ness loans of the banks supplied 
only 2% of uses of funds. It should 


be readily apparent that had it! 


not been for the tremendous post- 
War expansion of bank 
there might be greater evidence 
of a shortage of the supply of bus- 
iness funds. This shortage of funds 
would be reflected in higher in- 


terest rates and bond yields. 


credit | 


for 
(Table 


manufacturing 
3). Equity provided a 
than was true in 1939. The ratio 
of long-term debt to equity has 


risen although it is not a cause of 


grave concern as yet. The ratio of |debt in postwar business financing | 
‘has been offset by two factors. 


short-term debt to total funds has 
risen by a considerable amount. 
Attention has already been called 
to the potential dangers that may 
stem from this development. 
Table 4 contains a breakdown 


of sources of funds for corpora-| 


tions in four different industry 
groups. The data are not strictly 
comparable; in 1939-1944, 
mation refers to all corporations 
included in the “Statistics of In- 
come”: the 1945-1947 data refer 
to the sample of 279 large cor- 


corporations | 


‘smaller portion of funds in 1948! tain funds, 


| 


| tion 
| judged by the 
| assets, 


infor- | 


debt since 1939. Railroads having | egalitarianism. Under the circum- 
been badly burned in the twenties, | stances it would appear necessary 
and especially after 1929, apparent- | and desirable to take two courses 
ly learned a lesson and employed! of action to stimulate investments 
their enlarged wartime earnings} jn eauities. 

to reduce their debt. Thus the) 


- First, we should attempt to cre- 
data show a sharp decrease in debt | ate conditions which pant more 


| ane an increase in equity. The) rayorable to the acquisition of 
electric and gas utilites have about | equities with savings. Revision of 


maintained their debt-equity ra-| the tax laws ranks high in this 


tios. In the co icati in- iz : ta — : 

dustry ancy whith “Ganciie |form of relief. High personal in- 
: s : ; come taxes and high progression 

about 75% of total funds in 1939, : : Bn prog 0 


discourages investment where the 
chances of gains or loss are great. 
Limited rights to average incomes 
over periods of years make the 
situation even worse. Double tax- 
|ation of dividends, first as cor- 
| porate income and then as income 
j} accruing to individuals, discour- 
national income. One of the stra-| ages equity investments especially 
tegic factors in sustaining current/ as tax rates of both types have 
levels of economic activity is the | increased. Estate and inheritance 
volume of investment. _ Postwar | taxes often involve liquidation of 
business financing has relied heav-| equities to prepare to meet these 
ily upon debt financing with a a] taxes. These taxes tend to re- 
sultant worsening of the debt-to-/ move property from the hands of 
equity ratios in particular sectors| 4 group that historically was in- 
of industry. In view of the fact} terested in equities. 
that increasing reliance upon debt | Technical 

is found in many of the industries | voene 
which plan to expand their in-| 
vestments in 1949 there is real| 
cause fo1 concern about the grow-| 
ing resort to debt in order to ob-| 


supplied less than one-half in | 
i947. These data go through 1947 | 
only; the heavy resort to debt fi- | 
nancing in 1948 would worsen the | 
picture in these industries. 

We are interested in maintaining 
high levels of employment and 





revision of the tax 
structure will help in encouraging 
the flow of savings into equities 
but this assistance will be limited 
so long as the current level of 
rates is maintained. The prospects 
of any substantial reduction in tax 





Pr ' . rates are not very bright hence 
Factors Offsetting Increase t | MS Hi. . 
- eased Deb | there seems little likelihood of 

Thus far the increased use of|any sizable net investments in 


corporate equities by individuals. 
Since the major volume of per- 
sonal savings will continue to go 
to financial institutions it appears 
that the second course of action 
designed to encourage the flow 
'assets to current liabilities was|of savings into business equities 
still very favorable compared with| would be to overhaul our exist- 
| prewar years aithough liquidity | ing financial institutions. Fore- 
| was reduced from the 1946 high.; most among such reforms would 
| (2). Net corporate debt at the| be granting permission to insti- 
‘end of 1947 was $99,000,000,000 | tutional investors to increase their 
|compared with $89,000,000,000 in |acquisition of corporate equities. 
1929. The net debt was 57% of! a 
disposable income of individuals 


in 1947 as conirasted with 100% in | Halsey, Stuart Offers 


In 
ot 


(i) 1948 the liquidity posi- 
American corporations, | 
ratios of liquid | 
quick assets or current! 





| 1989 7 lhe Mice py Pa dnd Cambridge F/ Lt Notes 
| debt was only | . % 


| five to six times | 
‘corporate profits in 1947 compared Halsey, Stuart & Co. Inc. of- 


in 


Table. 1 Postwar business financing dif-| porations used by the Federal Re- 

BOND YIELDS AND STOCK | fers from the late twenties in that! serve System. The Federal Re- 

YIELDS |debt financing is more widespread | serve Board sample should show 
9? ¢ than in the earlier years. Since a somewhat smaller ratio of debt 
1921-1948 an ; — 
Bond °Pfd Stk. Com. stk. | 2936 bond yields have been lower | to total funds than the “Statistics 
Yield Yield Divid. Yield | than stock yields (Table 1). The) of Income data. Retail firms have 

1921 7.0 6.6 6.5 | spread between the cost of financ- lessened their dependence 
1922 6.0 6.1 5.8 
1923 6.0 6.1 5.9 Table 3 
1924 9.8 6.1 9.9 BALANCE SHEET ITEMS ALL MANUFACTURING 
1925 5.5 5.9 5.2 CORPORATIONS 
1926 oa 5.3 aie — 

1927 5.0 5.5 4.8 yar tea 
- -ercentage ercentage 

1923 4.9 5.1 4.0 Sioa’ tage Long term Percentage Ratio long term 
1929 S28 5.1 a5 debt debt Equity cna debt to equity 
1930 5.1 5.0 43 1939 15.9 9.3 74.8 d 2. 

1931 5.8 5.0 5.6 1944 St.4 6.6 65.7 100.0 10.0 
1932 6.9 6.1 6.7 *1047.. 21:5 8.5 70.0 100.0 12.2 
1933 5.9 5.8 4.0 “#1948 213 9.8 68.9 100.0 14.3 
. aoe re =a oo  *End of Ist quarter. **End of 3rd quarter. 

— ‘ a? ™ ae SOURCE: 1939-1944 Statistics of Income. 1947-1948 Federal Trade Commis- 
1936 3.9 4.3 4.4 | sion and Securities Exchange Commission “Quarterly Industrial Financial Report 
1937 3.9 4.4 4.9 | Series, for all U. S. Manufacturing Corporations, Third Quarter—1948.” 

1958 4.2 4.5 4.3 | 

1939 3.8 4.2 46 | Table 4 | 
1940 3.6 4.1 5.6 | BALANCE SHEET ITEMS SELECTED INDUSTRY CORPORATIONS 
a : e ie = (Percentages) 

942 3a. 3 B fot 
1943 ian 4.1 4.6 ? 1939 Communi 
1944 3.0 4.0 4.6 Retail Railroads Elec. & Gas ‘cation : 
ee 29 37 38 Short term debt _ 26 mez 6.6 5.1 
1947 ~p" 2 f “4 Long term debt aie 8.6 42.4 42.3 22.0 
1948 a1 43 ig Equity or 63.8 43.4 51.1 72.9 
aah . ” — Total oe 100.0 100.0 100.0 100.0 

$hiieh. evade stack. | Ratio long term debt equity- laa 97.7 82.8 30.2 
SOURCE: Department of Commerce. “1944 

Table 2 | Short term debt aaa 27.7 19.5 8.2 9.1 

| o i Ae ) 225 39, 2 oy 

RATIOS NET WORTH TO TOTAL| pong term debt ns a. ae ons + 
ASSETS FOR ALL INDUSTRIAL | ~ : oe pny 

GROUPS EXCEPT FINANCE | Total ; ! 100.0 100.0 100.0 100.0 

— 1938 1948 cad ee long term debt equity_ $.0 71.3 74.2 28:6 

Ratio of Net Worth to Total Assets *81945 

Net Worth Net Worth | Short term debt — 4 27.0 8.1 6.1 13.0 

Including Excluding Y a oe ‘ > 

Yea! Surpias tas santas el | Long term debt i 44 56.8 40.8 29.6 
1938 318 59 5 | Equity ae 63.6 §5.1 oa.1 57.4 
1939 617 50 9 Total > 100.0 100.0 100.0 100.0 

PO ° JIL = oe © . r s q 20 2 n 
1940 61.0 58.2 tatio long term debt equity_ 6.4 66.7 76.7 is 
1941 59.2 | =5 1947 
1942 99.0 54.4 Short term debt. ........... 23.7 7.3 7.0 9.7 
1943 99.2 93.9 Long term aebt an 1.4 35.8 41.5 43.6 

1944 60.7 55.4 | Equity Lukas 69.9 56.9 51.5 46.7 
1945 63.7 59.0 _ Total pleasant 100.0 100.0 100.0 100.0 
“1948 64.1 59.4 tatio long term debt equity- 6.3 62.9 80.6 93.3 


*Estimated by 
Advisers. 


SOURCE: Statistics of Income. 


Council of Economic | 


*Statistics of Income. **These data not strictly comparable with data in 


Statistics ot Income. 
porations. 


16 times corporate profits 


} 
UpeN) 1939 and 11 times in 1929. The 
debt is less burdensome due to in- 


creased profits and decreased in- 
| terest rates. 

In concluding this article, 
wish to point out that within ill- 
defined limits it is desirable to 
maintain a high ratio of equity to 
total funds in corporate capital 
structures. A heavy “layer” of 
equity provides greater flexibility 
in the economy and averts the 
“through the wringer” 
associated with creditors forcing 
financial readjustments upon de- 
fauiting debtors. However, at least 
since the middle thirties a pre- 
ponderant proportion of the per- 
sonal savings of the community 
has been made available to busi- 
ness via the debt route. Any satis- 
factory examination of the causes 
of this phenomenon are beyond 
the scope of this article. 

The changing distribution of in- 
come by income class has affected 
the nature of the savings per- 
formed in our economy. Data on 
the distribution of income by size 
classes and changes in that dis- 
tribution are far from satisfactory. 
Nevertheless the available infor- 
mation indicates that the distri- 
bution of income is now less con- 
centrated than before the war. If 
data were available they might 
show this trend was also present 
in the twenties. The movement 
toward a less unequal distribution 
of income has led to an increase 
in the percent of total sav- 
ings provided by the lower and 
middle income classes. Thus, 
relatively more of the savings are 
found in the hands of the “un- 
sophisticated’”’ saver who places 
his money in the hands of insti- 
tutional investors who are re- 
stricted by law to investment 





Based on Federal Reserve Board sample of 279 large cor- ' ste n 
‘s >] 


outlets in debt form. 
It is not likely that we will 
the tide in favor of more 


1| 


deflation | 


fered publicly, May 6, $2,750,000 
Cambridge Electric Light Co. 25- 
year 2%% Notes, Series A, due 
April 1, 1974 at 1005%% and ac- 
crued interest. Award of the Notes 
was made at competitive sale on 
‘the firm’s bid of 100.177. 

Of the net proceeds, $1,750,000 
will be applied by the company to 
the payment of outstanding prom- 
issory notes and the balance, with 
funds from its working capital, or 
an aggregate of $1 million, will 
be repaid to its plant replacement 
fund. 

The notes will be redeemable 
at general prices ranging from 
103.63% to 100% and at sinking 
fund redemption prices scaled 
from 100.61% to 100%. 

The company sells electricity 
directly to the City of Cambridge, 
Mass., to approximately 36,450 
customers and at wholesale to the 
Town of Belmont for resale. Sur- 
plus steam is sold at wholesale 
to an associate company, Cam- 
bridge Steam Corporation, for re- 
sale to Harvard University and 15 
industrial customers in Cam- 
bridge. 


(Special to THE FINANCIAL CHRONICLE) 
HARTFORD, CONN.—Henry C., 
Hastings has become associated 
with Edward E. Mathews Co., 53 
State Street, Boston, Mass. Mr. 
Hastings was previously with In- 


vestment Programs. 


With D 





ayton & Gernon 


(Special to THe Financial CHRONICLE) 
| MADISON, WIS. Hugh J. 
Winters has become _ associated 


with Dayton & Gernon, 1 South 
Pinckney Street. He was for- 
merly with Standard & Poor’s 
Corp. and Fitch Publishing Co. 
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s i an article published in the changecontrols. The Fund has no 
Havana ITO Charter a Dishonest Document “Economic Journal,” had the fol- right to question a change in the 
lowing pertinent remarks to make exchange rate, which may have 
(Continued irom page 7) strength we shall never use the; means of expanding free interna-|regaraing the modern bogey: become necessary as a result of 
trade and undermine our indi- Power to retaliate. Even if their) tional multilateral trade, wnich| “What are politely called ‘bal- full-employment policies, but _ 
vidual tree compewucve systesni. arguments were valid in many ought to be the main purpose of ance-of-payments difficulties do !can, and it is its duty to, take is- 
iKveryone agrees tnat the|Clcumstances, no one Is sure that such an organization.’ not sae teed drop like a mur-— sue with a country which has 
Havana Cnarter is a bad Cnarter, | *®e argument would prove valid But the Havane Charter is not | 7?" Ny a ery neaven : " nation persistent balance of pay manta 
but its supporters have coinea in! !n all circumstances, and particu- | « neutral. unbiased conatitution of whics gives its mind to it can/ deficits and exchange controls. A 
its detense the stogan: “It 1s bet- larly after the Marshall Plan aid ? | create tnem for itself in half an|change of the exchange rate 


ter to nave a baa Charter than, 
‘no Charter.” One of the American | 
negotiators of the Charter wrote | 
in the April issue of “Foreign Af- 
fairs’ tnat: “{t is true that the 
Charter tails to guarantee the 
restoration of conditions that) 
would satisfy the ideal require- 
ments of economic liberalism... . 
The real question to be asked is 
whether the Charter affords an 
opportunity to estabiish trade re- | 
lationships better than those that 
are certain to obtain if it shoutd 
not be approved.” 

Another defender of the Charter 
puts the same issue in the follow- 
ing manner: Planned economies 
have a strong propensity for eco- 
nomic nationalism. Therefore, if 
we can set up an organization 
which will promote world trade 
on an expanding scale, economic 
conditions will improve in all 
countries, and the tide of govern- 
iment interference with private 
trade and usurpation of its role 
will subside. 

Now, it is a fact that nobody, 
but nobody, has offered any 
common-sense explanation as to 
how the Havana Charter would 
promote the expansion of interna- 
tional trade, while a careful ex- 
amination of the Charter leads to 
exactly the opposite conclusion. I 
assume that the supporters of the 
Charter believe that our repre- 
sentatives on the I. T. Organiza- 
tion will be able to contain eco- 
nomic nationalism by the use of 
charm and persuasion. You may 
have noticed that I did not men- 
tion our economic power among 
the fighting means which would 
be at the disposal of our repre- 
sentatives in thte I.T.O organiza- 
tion. Why’? Because incredible 
as it may sound, the sad fact is 
that on ratifying the Charter we 
would also surrender our main 
weapon against nationalistic 
economic wickedness, namely the 
power to retaliate. On the other 
hand, Article 21, 4(b) makes it 
clear why the Havana Charter 
would perpetuate quotas and re- 
strain international trade. Article 
2i, 4(b) condones domestic poli- 
cies which inevitably lead toward 
balance of payments deficits and 
exhaustion of international mone- 
tary reserves, which in ‘turn the 
I.T.O. accepts as justifiable rea- 
son for instituting quotas. 

The defenders of the Havana 
Charter like to point out that the 
exceptions in the Charter will not 
enable any country to do anything 
that it was not already free to do. 
This is true except that before we 
sign the Charter we can retaliate. 
Once we have ratified the Char- 
ter we shall have surrendered our 
main weapon against nationalistic 
economic wickedness, namely the 
power to retaliate. The Havana 
Charter affords an excellent op- 
portunity for the great multitude 
of nationalistically inclined coun- 

tries to gang up on the United 
States; it affords an opportunity 
for large and socialistic countries 
to organize the majority of the 
I.T.O. membership in such a way 
as to force us to accept discrimi- 
nation against ourselves while we 
remain committed to the granting 
of the Most-Favored-Nation 
treatment to all members of the 
.T.0. There is no instance where 
a country will willingly accept 
to be tied hand and foot by a large 
number of other countries, all of 
which maintain for themselves 
complete freedom of movement. 
In the I.T.O. Charter negotiations 
fifty-odd debtor countries have 
combined in order to weaken the 
economic defense weapons of the 
one major creditor country, 
namely the United States. Some 
defenders of the Charter assert 
that because of our economic 








finishes. Theretore, 
not give up our right to retaliate, 
which is a right recognized even 
in international law as a right of 
defense. 

One other argument is set forth 
in favor of the Charter. It usu- 
ally runs as ftollows: The exist- 
ence of socialistic and national- 
istic countries is a fact. The 


' . y , . S io 4 .* 
<a: sa) the proposed new organization. It 


is a distinct victory of economic 
nationalism over economic inter- | 


|'nationalism. The Havana Charter 


| endorses 
|/economic fallacies on which eco- 


\It gives intellectual support and 
|material aid to socialistic 


{.T.O. Charter makes it possible | 


for state socialism and free en- 
cerprise capitalism to work to- 
gether. Now, this assertion is 


true, but the price of the achieve- 


‘ment is not mentioned. The price 


is restriction of international! 
trade, discrimination against the 
U. S. A., and undermining of the 
free enterprise competitive sys- 
-em. We have lacked at the right 
ime the vision and courage to 
provide the necessary assistance 
co Great Britain to make it pos- 
sible for her to resume the free 
convertibility of the pound and to 
reintegrate free multilateral trade. 
dont think I need to demon- 
strate to you that there is no hope 
of resto.1ing free trade in the 
world as long as the British prob- 
iem has not been solved, and I 
should like to add now, as long as 
Great Britain remains a socialistic 
and nationalistically planned 
economy. I don’t think we can 
»r that we should fight socialism 
in Great Britain for the good rea- 


oerience and suffering, Is it, how- 
ever, our mission and interest, is 
it the interest of human freedom, 
hat we support socialism more 


than is strictly necessary to pre- | 


vent intolerable hardship? In 
ratifying the I.T.O. Charter we 
would help socialism intellectual- 
ly and materially, to our detri- 
ment and at the risk of under- 
mining our own economic system. 

Because we have not the intel- 
lectual wits and _ the 
courage to devise a strategy which 
will make the British people un- 
derstand that socialism means 
ruin and poverty, and thereafter 
help Great Britain restore the free 
convertibility of the pound, we 
accept the Charter with the un- 
warranted hope that it will help 
Great Britain balance its foreign 
accounts. The supporters of the 
Charter hope that the Charter will 
enable Great Britain balance its 
foreign accounts by permitting 
ner “to trade multilaterally on 


a 


intellectually all the 


nomic nationalists rest their case. 


plan- 
ners to our detriment and at the 
risk of undermining our own 
economic system and our free so- 
ciety. Let me make clear how 
the Charter furthers economic | 
nationalism because this is one of | 
my main arguments against the 
Charter. I tor one am less con- 
cerned with the damage to our 
country, as expressed in dollars 
and cents, than with the danger, | 


inherent in the Charter, to the} 
survival of our individual free- 
dom. 

In the Havana Charter ail! 
countries undertake the obliga- 
tion to attain and maintain iuil| 
employment. The provisions re- 
garding full employment do not 
belong in the Charter, but our 
negotiators have accepted their 


inclusion at the insistence of Great 
Britain and Australia. The pur- 
pose of including these provisions 
in the Charter was to force the 
hands of the United States in this 
socialistic issue, and is based on 
the theory that the United States, 
imports substantially and _ puts 


son that people learn only by ex- | sufficient dollars at the disposal 


of the world only when we are 
prosperous and booming. 

The difference between the de- 
fenders of economic liberalism 
and those nationalistic planners 
is not the desirability of a high | 


| level of employment, by which we | 
'at least mean productive employ- | 


political | 


ment, but in the means to be used | 
to attain and maintain a high 
level of productive employment. 
We want the maintenance of a 
high level of employment without | 
the deterioration of the currency. 
it is, however, an unchallenged 


| fact that the doctrine of full em-| 


unilateral basis’ and by making it | 


possible, through discrimination, 
for Great Britain to fight more 
-ifectively American competition 
in foreign markets. 
issue of the ‘“‘London Economist” 
one can read, that after the end 


export industry may have 
reconcile itself to the permanent 
loss of its European markets: it 
may have to permit discrimina- 
tion against itself.” 


The defenders of the Charter 
contend that by some mysterious, 
undisclosed procecs the I.T.O. or- 
ganization would help the expan- 
sion of world trade, and thereby 
also contain economic nationalism. 
They are unable to prove their 
case and therefore, in the final 
analysis, have to base their argu- 
ments on the profession of good 
intentions and on false, unwar- 
ranted hopes. 
hell is also paved with good in- 
tentions. 


The supporters of the Havana | 


| trol 


As you well know, | 


Charter might still have a case, if | 


at least we could enter the en- 


tire organization on an equal basis | 
without surrendering in advance | 


vital rights and the main weapon 
of economic defense, and if the 
organization would provide’ us 
with a forum, or club if you like, 
where we could discuss ways and 


ployment as understood by the) 
Keynesian school of economics | 
(which is the intellectual basis | 
of the Havana Charter) entails 
national planning, economic na- 
tionalism and monetary inflation. 
The monetary inflation made nec- | 
essary by an over-riding policy | 
of full employment to be pursued | 
regardless of other considerations | 
entails, in a mass democracy with | 
powerfully organized _ labor 
unions and other selfish interests, 
monetary inflation, balance of} 
payments. difficulties, exchange | 


| control nd importation quotas. 
In a recent | Cont s and Pp q | 


The use of exchange controls or | 
quotas by countries like Great | 


of the Marshall Plan: “American | Britain or even France makes the | 
a to | 'estoration 


free multilateral | 
trade impossible. (Exchange con- 
trols and quotas are the main 
weapons of totalitarianism and of 
socialistic countries. Besides, let, 
us not forget that exchange con- 
is a diabolic and tyrannic 
weapon in the hands of a govern- 
ment, and that it creates black 
markets and is the source of fraud 
and moral corruption which per- 
meates the entire social body of 
a country.) The test whether the 
ITO, Charter will help or prevent 
the expansion of international 
trade is whether it will help us| 
get rid of exchange controls and 
quotas. One is at a loss to under- | 
stand how the Havana Charter | 
will help us get rid of exchange | 
controls and quotas. The Havana | 
Charter not only fails to remove | 
the most effective barriers to 
world trade, namely quotas, but 
condones and perpetuates them. 
The greatest sins against the ex- | 
pansion of free trade are com- 
mitted in the name of the modern 
bogey of “balance cf payments 
difticulties.” The well-known 
Eritish Professor, D. H. Robertson, | 


of 





| conflict 


|employment to the detriment 


| nesian 


| countries 


10ur with the aid of the printing | 


press and trade unio: 


movement.” 


All economists are aware of the 
which exists between 
nationalistic economic planning 
for full employment on Keynesian 
principles and free international 


a strong 


multilateral trade. Believe it or 
not, the Havana Charter pur- 
ported to foster international 
| trade, gives precedence to full 


Ol 
international trade. 

Article 21,4(b) provides: 

“No member shall be required 
to withdraw or modity restrictions 
which it is applying under Ar- 
ticle 21 (restrictions to safeguard 
the balance of payments) on the 
sround that cnange in sucn 
policies (namely tuil employment 
Lolicies) would render these re- 
sirictions unnecessary.” 


a 


In other words, this provision 
c{ the Charter gives American 
material support and intellectual! 


endorsement to nationai planning, | 


economic nationalism, exchange 
controls and quotas, and socialism, 
to the detriment of international 


| trade and peace. Article 21,4(b) 


would perpetuate quotas because 
full employment policies on Key- 
principles are bound to 
balance of payments dif- 
and exhaust the inter- 
monetary reserves of a 


create 
ficulties 
national 
country. 

Article 21,4(b) is a real funny 
one on us and all other free trad- 
ing nations. Countries indulging 
in socialistic full employment 
policies are bound to have over- 
valued currencies, balance of pay- 
ment difficulties and exchange 
controls. Article 21,4(b) permits a 
country to use means for main- 
taining full employment which 


|} hurt the trade ot other countries 
j 
| and 


created unemployment in 
those countries. Furthermore, 
which use exchange 
controls or quotas make the 


restoration of free multilateral 


trade difficult or impossible, ac- | 
| cording to their economic impor- 


tance. 

If there had been any fair play 
in the negotiations of the Charter 
and if we had been keen not to 
compromise the chances of our 
own economic system, the Charter 
should have provided clearly and 
in red letters that: 

“Members undertake to avoid 
in full employment policies mea- 
sures which have the effect of 
hurting other nations or of re- 
ducing international trade.” 

Instead of that we got Article 
21,4 (b) which endorses economic 
nationalism, permits the restric- 
tion of international trade and en- 
cangers peace. 

At this point, you may right- 
tully raise the question whether 
inember countries are not free 
presently to do what they like in 
their full emvloyment policies, 
and whether the adoption of the 
Charter would worsen the present 
situation? 

It is extremely important that 
you should understand clearly the 
consequences of Article 21,4(b) 
because this Article more than 
any other one in the Charter en- 
tails the surrender to economic 
nationalism. It is this Article 
which permits a country, in the 
name of full employment, to es- 
tablish importation quotas with- 
out any conditions or reservations 
Now, importation quotas are an 
alternative to exchange controls, 
thus defeating a fundamental un- 
dertaking of all countries under 
the rules of the International 
Monetary Fund. 

In the Monetary Fund, all par- 
ticipating countries have under- 
taken to remove versistent bal- 
ance of payments deficits and ex- 


helps the functioning of the price 
mechanism and therefore fosters 
the free exchange of goods ana 
the restoration of automatic 
equilibrium. Exchange controls 
and quotas prevent tne working 
of the price meehanism, and are 
tyrannical, arbitrary and discrim- 
inatory weapons in the hands of 
governments. The ITO Charter, by 
preventing us from retaliating 
against ceuntries which institute 
quotas, is undermining one of the 
main purposes of and obligations 
under the International Monetary 
Fund. 


On June 15, 1948, Mr. Wilcox 
one of the negotiators of the Char- 
ter, made the following statement 
before the United States Chambe: 
of Commerce: 

“One serious weakness is this: 
The I.T.O. will have no authority 
to intervene in the domestic pol- 
icy of any country in any way 
This means that a country may re- 
main in balance-of-payment dif- 
ficulty through bad domestic eco- 
nomic measures and the I.T.O 
will have no power to correct the 
situation. This is serious, since 
it means that the period during 
which import quotas are permit- 
ted may be prolonged. But no 
nation on earth is ready to sur- 
render its economic sovereignty 
least of all the United States. This 
country would not have agreed to 
a provision which would have 
given the I1.T.O. power to inter- 
fere with our domestic policies.”’ 


The statement by Mr. Wilcox 
| only confirms my contention that 
the I.T.O. is undermining the 
fundamental undertaking in the 
Fund, namely to remove persis- 
| tent balance of payments deficits 
|'and exchange controls. And as 
|long as countries like Great 
| Britain have exchange controls 
iand quotas, there is no chance of 
|'reestablishing free multilateral 
trade. 

I don’t know who is the orig- 
inal author of the specious argu- 
ment that the request that a na- 
tion should remove persistent bal- 
ance of payments deficits is, in 
fact, “a request for the surrende: 
of economic sovereignty.” This 
argument is a hoax. The history 
of the world is full of crimes 
against international cooperation 
and peace in the name of national 


sovereignty. Nobody has pro- 
posed to interfere with the do- 
mestic implementation of full- 


employment policies of a coun- 
try. A country should be free to 
adopt whatever domestic policies 
it chooses provided, however, it 
does not hurt other countries. 
This proviso is sound and reason- 
able. It is our right to ask from 
any country that whatever action 
it takes to implement a “full em- 
ployment” policy, such = action 
should not hurt other nations 
By asking a country to remove 
persistent balance of payments 
deficits, exchange controls and 
quotas, we are simply asking a 
country not to hurt other coun- 
tries, not to adopt beggar-my- 
neighbor policies and to help the 
expansion of free international 
trade. This is the only request 
we make, which is just and rea- 
sonable, to which in fact all the 
countries have already subscribed 
to in the I.M.F..and which obliga- 
tion would be undermined by Ar- 
ticle 21, 4 (b). 

It is clear, I hope that Article 
21,4 (b) is one of the most dan- 
gerous ones in the Charter, for 
the preservation of our economic 
system, for the expansion of in- 
ternational trade and for peace, 





Therefore, it is incredible that 
‘the Guide to the Study of the 
Charter published by the State 


Department should not even men- 
tion Article 21,4 (b) among the 
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key provisions of the 
which are enumerated 
mary published as an i 


to the Guide. 


Another objectionable Article 
which our negotiators should not 
Mave accepted is Article 6, which 
is based on the theory that a seri- 
us or abrupt decline in foreign 
demand may exert deflationary 
pressure on a member’s economy, 
and it is asserted that members 
may need “to take action, within 
the provisions of the Charter, to 
safeguard their economies against 
inflationary or deflationary pres- 
sure from abroad.” This Article 
endorses the principle of economic 
insuletion. Representatives Ful- 
ton and Javits, in their report on 
the I.T.O. Charter, confess that 
they are mystified by the mean- 
ung and scope of Article 6, and 
request that our government ask 
for an interpretation of this Ar- 
ticle before it ratified the Charter. 

I have dealt with this Article 
at some length in my book “The 
Economic Munich.” It raises vital 





The Outlook Related to Gov't 


questions which I do not wish to 
discuss here again. Unless I am 
grossly mistaken, I think that the 
main reason for Article 6 in the 
Charter is to provide a new escape 
for imposing quotas which Great 
Britain might not be able to im- 
pose under the other provisions of 
the I.T.O. Charter in case of a 
depression in the United States. 


conclusion 


My is that the 
Charter should be rejected be- 
cause it would further economic | 


nationalism and restrain interna- 
tional trade, ait great risks to our 
own system. The Charter is a 
bad and intellectually dishonest 
document because there was no 
meeting of minds between the 
U. S. A. and Great Britain in the 


fundamental questions of free 
convertibility of currencies and 
free international trade. The 


I.T.O. Charter would put shackles | 


on American competition and 
permit the perpetuation of quotas. 


which are indisvensable to coun- | 


tries indulging in socialistic plan- 
ning. 


Spending and Support Programs 


(Continued from page 6) 


tures of the Veterans’ Administra- 
tion, which present a confusing 
picture. In the current fiscal 
year, veterans’ expenditures are 
running well above the budget 
estimates, This is due primarily 
to the fact that veterans are par- 
ticlipating in the education pro- 
gram to a larger extent than was 
expected, particularly because of 
shifts from part-time to full-time 
status. This may be connected 
With the weakening of the general 
employment situation this spring. 

Notwithstanding this situation, 
the House of Representatives has 
taken the position that requests 
ior benefit payments in fiscal 1950 
will run 10% below the budget 
estimates. My own opinion is that 
this is wishful thinking. It seems 
to me that recent trends will 
probably continue in fiscal 1950 
and veterans’ expenditures will 
accordingly exceed the budget 
estimates by about $!>2 billion. 
fi Third, there is also some con- 
fusion about the ECA program. 
It seems generally agreed that the 
ECA appropriation is going to be 
cut. The President has already 
suggested a cut of $150 million 
because of lower prices and Con- 
gress will probably make a larger 
cut, 

This is probably not going to 
affect expenditures much in fiscal 
1950, however. Expenditures in 
the current fiscal year are run- 
ming below the estimates and it 
seems likely that unexpended 
funds on hand on June 30 will be 
more than enough to offset the 
expected cut in appropriations for 
mext year. So, 1 am not inclined 
to allow for a decrease in the esti- 
mated expenditures on account of 
ECA. 

Fourth, the President’s budget 
appears to have too low an esti-| 
mate for agricultural support ac- 
tivities. The Budget contemplates 
expenditures of $538 million in 
fiscal] 1950 as compared with $865 
million in fiscal 1949. Both fig- 
ures appear to be too low, judging 
from Department of Agriculture 
crop reports and assuming con- 
tinuation of the present type of 
support program. I think it is 
reasonable to estimate that the 
1950 expenditures on farm sup- 
ports will run about $2 billion 
above the budget estimate under 
resent law. The new farm pro- 
#ram suggested by Secretary 
Brannan would apparently cost a 
great deal more, but no estimates 
have been given. The new pro- 
gram is in such an uncertain state 


at this time that I think we had 
better ignore it tonignt. 

Fifth, expenditures under the 
social security program will run 


nigner than estiniated because of | 
in unempiloy- | 
The Budget did not allow} 


the upward trend 
ment. 
for the increase in unemployment 
which has already occurred and it 
is likely that some further 
crease may occur in fiscal 
It is difficult to make an exact 
estimate for this increase in Fed- 
eral outlays in fiscal 1950, but I 
think it will be at least $2 bil- 
lion. 

I have purposely concentrated 
on the big items. 
the smaller changes, I 
merely like to point out that in- 
creases appear to exceed de- 
creases On net balance. 

It must seem perplexing 
many people to constantly 
about big cuts being made in ap- 
propriations wnile the expendi- 
ture figures keep rigoat on 
creasing. There is a_ simple 
explanation for this. The appro- 
priations for each government 
department are usually passed 
some time between January and 
the end of June to make funds 
available for the forthcoming fis- 


to 


in- | 
1950. | 


In the case ot | 
would | 
centered around the idea that the 


reaa | 


in- | 


| would 


too low. So, a deficiency appro- 
priation restored the original cut 
plus a further increase which was 
needed. 


I believe that experiences of this 
kind should make everyone skep- 
tical] about the meaning of budget 
cuts, Everyone is for economy— 
in someone else’s functions. And 
temporary “tongue-in-cheek” ap- 
propriation cuts help the game 
along. 

Now let us take stock of the 
changes in the estimates which I 
have mentioned. Taken together, 
they would add about $2 billion 


ito estimated expenditures in fis- 
'cal 1950, bringing the cash oper- 


ating outgo to about $47 billion. 
This would be $7 billion higher 
than the present fiscal year. 

Thus, it is clear that an enor- 
mous expansion in Federal out- 
lays is in process; and this will 
reinforce the business situation 
significantly. 

Now, if the Federal Government 
is going to spend $47 billion in 


| the fiscal year 1950, will our pres- 
ent tax structure be able to fi- 


nance this amount? According to 
the budget estimates in January, 
each operating income in 1950 
will run to more than $45 billion 
before any new social security 
taxes and to more than $47 billion 
it social security taxes and cover- 


age were enlarged as suggested by 


the President. Here again, let’s 
split the difference and assume 
that about half of the social se- 
curity program goes through, This 
would give us a figure of $46 bil- 
lion for cash operating income as 
a bench mark. 

There is reason to believe, how- 
ever, that this estimate is too high. 
In making the revenue estimates 
for the budget, it was assumed 
that the level of business activity 
and the flow of income, both to 
individuals and to corporations 
remain at the very high 
levels reached in the fall of 1948. 
I think that was a sensible as- 
sumption at the time, since it 


inflation would stop at that point 
and level out. Subsequent events 
show that new peaks were then 
reached toward the year-end: 
there has been some receding this 
year; and this process’ of tapering 
off may easily continue. Under 


' such conditions, the revenue esti- 


cal year, which begins on July 1. | 
Very often, sizable cuts are made | 


in appropriations at this stage and 
they are given considerable pub- 
licity. 

Then, some time after the fiscal 
year starts, many of these cuts 
may be quietly restored by Con- 
gress, in the form of deficiency 
appropriations — which simply 
means appropriations to take care 
of a shortage in funds within the 
current fiscal year. 

Sometimes the cuts in appro- 
priations actually envisage no cur- 
tailment of the function involved, 
but merely represent a more op- 


| 


| 


timistic guess as to how much the 


government will be called upon 
to pay with regard to some oblig- 
atory program. I have already 


noted one example. namely, that) 


the House of Representatives in 
this session reduced the appropri- 
ation for Veterans’ benefits by 
10% on grounds that they thought 
less demands would be made by 
veterans than the Budget Bureau 
had estimated. 

The Ejightieth Congress did 
similar thing once in the case of 
tax refunds. 


a 


They cut the appro-| 


priation on grounds that the esti-| 
‘not so important in 1920. 


mate of refunds to be claimed by 
taxpayers was too high. It later 
turned out that the nate 


ta 


estin we 


mates for fiscal 1950 are going to 
be too high. The result is that we 
have a Federal deficit staring us 
in the face—both a cash operating 
deficit and an enlarged formal 
budget deficit. 

In view of this situation, I 
should say that the idea of a tax 
increase may come to life again. 
The ultimate decision on a tax 
increase by Congress is likely to 
rest more on business psychology 
than on straight budget figures, 
however. If business psychology 
remains weak, no tax increase is 
likely. If business psychology 
improves, there yet may be a tax 
increase of $1 or $2 billion, di- 
rected mainly against business. 

And now a word about state 
and local governments. In this 
case, we also have a rising expen- 
diture pattern. Total state and 
local expenditures this year are 
expected to be at least $1 billion 
more than last year in view of 
the fact that public works pro- 
grams are still expanding. The 
expansion will probably continue 
for some time since highways, 
schools, hospitals, etc., are still 
deficient because of deferred 
maintenance, population shifts, 
etc. It will probably be many 
years before these public works 
will be brought up to prewar 
standards. The expansion in this 
field at this time offers another 


aid to business activity which was 


So much for Part I of this an- 


alysis. 
’ 


Now I should like to turn 


to Part II, which concerns the va- 
rious economic props and supports 
which government programs pro- 
vide. 


Il 
The government is very much 
interested In two general objec- 


tives in the current economic situ- 


ation, namely, overall stability, 
and balance between different 
parts of the economic structure. 
Most of the present programs 


dealing with these objectives were 
not known in 1920 or, if known, 
were operated very crudely. 

This has been particularly ap- 
parent in the case of fiscal and 
monetary policy. The basic idea 
of fiscal policy is new within the 
last generation. There is a grow- 
ing realization that the govern- 
ment’s finances exert tremendous 
pressure on the whole economic 
picture, not merely with respect 
to their size, but their composi- 
tion and nature also are of great 
importance. The government’s fi- 
nances are much more closely 
geared to counteract the business 
cycle. There is more flexibility 
built into the government’s budg- 
et designed to operate automati- 
cally to a large extent. 
taxes provide an example 
built-in flexibility because re- 
ceipts from this source go up 
faster than business in good times 
and go down faster than business 
in bad times. 


In the case of monetary policy, 
there is also a new sense of bal- 
ance. Government officials have 
stated time and again that relative 
stability in the money markets is 
desirable. The government se- 
curities market has been protected 
as part of this policy. The gov- 
ernment has been determined to 
avoid the experience in the spring 
of 1920, when government bonds 
went through a downward spiral 
which brought the Liberty Bond 
414s to 82 in a very short time and 
scared everybody badly. The 
support of government bonds 
last year was hotly debated, but 
in my opinion, the authorities 
acted very wisely to prevent a 
repetition of the 1920 collapse in 
the bond market. 

Similarly, the Federal Reserve 
system has acted with laudable 
perspective in its credit opera- 
tions. This is in sharp contrast 
to the situation after World War I. 
For example, the discount rate in 
the Federal Reserve Bank of New 
York went from 3% in 1917 to 4% 
in 1918; in December, 1919, it was 
raised to 4°4%; in January, 1920. 
it was raised to 6%; and in June, 
1920, it was raised to 7%. The 
recession of 1920 started at about 
this time and was almost over be- 
fore any reductions in the dis- 
count rate were made effective. 


Looking backward, the Federal 
Reserve policy after World War I 
seems to have contributed to the 
recession significantly. It seems 


of 


to me that Federal Reserve policy | 


this time has been remarkably 
good and that as a result our busi- 
ness structure is in much better 
condition. 

In addition, the field of agricul- 


ture is now broadly supported by 
The farm program | 


government. 
is certainly controversial and I do 
not know whether we are going 
to continue with the old kind of 
price supports or shift to the pro- 
posed new guarantees of farm 
income. But whatever program 
is adopted, agriculture is going to 
get some kind of assistance which 
it did not have after World War I. 


Right or wrong, the government’s | 
agricultural support activities are | 


designed to keep a balance be- 
tween farm and non-farm areas. 
The socia] security system, par- 
ticularly unemployment insur- 
ance, is another example of a pro- 
gram for stability which was not 
in 1920. Already this 


increase in unemploy- 


in effect 
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ment benefits has served to offset 
a portion of the decline in per- 
sonal income from manufacturing 
payrolls and farm income. The 
Veterans’ Aid Program supple- 
ments the general social security 
activities. 

Another important area of eco- 
nemic support lies in the broad 
insurance programs provided by 
deposit insurance and mortgage 
insurance, The importance of 
these consists primarily in the 
contribution to the maintenance 
of confidence generally. It is well 
to remember that uncertainties 
sometimes feed on themselves and 
grow into major fears, and even 
panics. The insurance of deposits 
and of mortgages makes it far 
more likely that confidence will 
be maintained, 

Now, in concluding Part II of 
this analysis, I should like to make 
it clear that I do not, for one 
minute, regard these various pro- 
grams as a cure for all our eco- 
nomic troubles. Moreover, I am 
certainly not prepared to argue 
that all of the programs are desir- 
able in concept or in execution. 
There is a tremendous element of 
controversy in what the govern- 
ment should do and how it should 
be done. Probably no one is satis- 
fied with the whole government 
program for economic props and 
supports. Violent differences of 
opinion exist both as to the matter 
of what the government functions 
should be and as to how they 
should be carried out. 

However, we are not concerned 
with the broad field of policy to- 
night. In considering current eco- 
nomic conditions and trends, we 
must face the fact that these gov- 
ernment props and supports exist, 
and that, generally speaking, they 
are designed to maintain stability 
and balance in the economy—in 
sharp contrast to the experience 
of 1920. 

And now a brief summary. In 
the present postwar period, gov- 
ernment is much more important 
in economic matters than in the 
period following World War I. 
At the time of the 1920-21 reces- 
sion, Federal expenditures were 
still declining. In contrast, they 
are rising today and the fiscal 
year 1950 will see the highest 
level of spending by the Federal 
Government ever witnessed in 
peacetime. Expenditures of state 
and local governments are also 
rising, 

This is about the only area of 
our economic machine which is 
still expanding. It will provide 
some stimulus to business activity 
even if expenditures are fully 
covered by taxes, which is un- 
likely. This is because a tax dol- 
lar in the hands of the govern- 
ment will be 100% spent, whereas 
in the hands of individuals and 
businesses, there would be a desire 
to save some of it. In the present 
situation, this is a business stim- 
ulus. whether or not it is a good 
thing in the long run. 

In addition. the government has 
a whole system of props and sup- 
ports designed in the interests of 
stability and balance in the econ- 
omy. Fiscal policy is now geared 
to the problem of the business 
cycle. We have had a relatively 
stable money market, a protected 
government securities market, and 
there has been no attempt to push 
credit controls to extremes which 
might contribute to a recession. 
The field of agriculture is going 
to be supported in one way or 
snother, The social security sys- 
tem aids in achieving stability. 
Finally, we have deposit insurance 
and mortgage insurance. Taken 
together, these props and supports 
probably satisfy no one, but there 
is no doubt that the present eco- 
nomic situation is sharply differ- 
ent than in 1920 because of these 
ams. if for no other reasons. 
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(== By WALTER WHYTE 


Market’ action indicates 
near-term bottom. Any minor 
advance from present levels 
may change picture to major 
uptrend. 


When last week’s column 
was written the market hadn't 
said anything; and so far this 
week’s market is equally 
mum. There is a lot of milling 








about, with some stocks hold- | 


ing up and others doing the 
opposite. But basically 
another stand off. 


One of the important things 
that occurred was seen in 
Monday’s market and _fol- 
lowed up in Tuesday’s mar- 
ket. On Monday stocks started 
to sag, with some issues, par- 
ticularly the steels, perform- 
ing quite badly. It may not be 
the best thing in the world to 
buy the steels. But, often, as 
the steels go, so goes the mar- 
ket. 


The following day, Tues- 
day, the market started to 
show a resistance to the previ- 
ous day’s decline, which is the 
first stage of what technicians 
call a down-failure. Perhaps, 
the second stage will be seen. 
This second stage of a down- 
failure is a turnaround of pre- 
viously weak stocks with 
other stocks that had been 
standing still, creeping to the 
fore with gains, often closing 
the day with plus marks. : 


Such action is quite com- 
mon ina secondary stage of a 
market cycle. It is caused by 
a number of factors, chiefly 
public confusion. According 


to a strict interpretation of the | 


Dow theory, 


trend and the major trend is 
down. A whipsaw during this 
phase is almost common. It 
takes pretty nimble trading 


it’s 


the secondary | 
trend of the market is up;) 
there is no recognizable minor | 


‘the recent past, advised cer- 
|tain procedure. Cooper Besse- 
| mer, which was bought at 28 
|'was to be-sold if it increased 
‘its gain so it got somewhere 
/between 36 and 38. During 
ithe week it hit 36 a number 
‘of times and backed away. I 
‘assume you sold it, getting a 


| 
Dresser, bought at 
stop 18, managed to hit 24 


21%, | 


and a small fraction, and then | 


| 


is a little better than the mar- 
ket and in any general ad- 


forgotten. 


manages to stay above its 29 
stop. Stock has not been act- 
ing too well for the past week 


hold it unless it breaks stop 
level, still goes. 


Last week Newport Indus- 
tries was recommended as a 
buy around 10, with a stop at 


during the week before mak- 


to buy it was based on the 
fact that it looks to be com- 
pletely liquidated. 


More next Thursday. 
—Walter Whyte. 


[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle. They are presented as 
those of the author only. | 
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Man’s 
Bookshelf 


Household Finance Corporation 
| —1948 annual report—Household 
Finance Corporation, Chicago, Ill. 
































Economic Theory of Cost of 
Living Index Numbers—Melville 
J. Ulmer — Columbia University 
Press, Morningside Heights, New 
| York, N. Y.—Cloth—$2.00. 


| 
| 
| 


not to get caught in the minor | South—Summary of the Report of 


swings. 





Paeifie Coast 
Securities 


Orders Executed on 
Pacific Coast Exchanges 


| the NPA Committee of the South 
| on Location of Industry—National 
Planning Association, Washington. 
D. C.—Paper—$1.00. 


Oil Industry, The 1949—E. W. 
Axe & Co., Inc., 730 Fifth Avenue, 
New York 19, N. Y.—Paper—50c 
| per copy (25c to Public Libraries 
| and Nonprofit Institutions). 





Sun and Mankind—J. C. Piver 








Schwabacher & Co. 


Members 
New York Stock Exchange 
New York Curb Exchange (Associate) 
San Francisco Stock Exchange 
Chicago Board of Trade 
14 Wall Street New York 5, N. Y. 
Cortlandt 7-4150 Teletype NY 1-928 
Private Wires to Principal Offices 
San Francisco—Santa Barbara 
Monterey—Oakland—Sacramento 
Fresnc—Santa Rosa 











|—-A theory of the importance of 
| gold in human affairs—Room 391 
/2 East 24th Street, New York 10 
iN. Y. 


A. H. Randell Opens 


(Special to THE FINANCIAL CHRONICLE) 





NILES, OHIO—Arnold H. Ran- 
;dell is engaging in a securities 
; business from offices at 1106 Bruce 
| Court. 


Bristol Myers, bought at 31, 


'backed away again. Its action | 


vance it should go up. How-. 
ever, the stop shouldn't be| 


| ing and 


. ‘labor in its 
or so, but the suggestion to: ~ . 


82. It managed to get to 10) 


/most important reasons why we 


'be kept in line with productivity. 


ing a high of 11. The advice. 


,agement nor labor can attune its 


| forward. 


(Continued from page 11) 


Wages and prices are determined | Pring prices and wages and other | Jargely upon the state of business 


‘in large measure by the conscious | 1ncomes into relationships which | psychology. I should like to list 


and deliberate actions of business | Will help to keep our economy | the following reasons why busi- 
organizations, labor organizations, | Unning at high speed and without | ness should be imbued with high 


and others to a lesser degree. The | 


undue friction. And it is only by 


confidence both for the short-run 


future of our free enterprise sys-| 2" understanding of the need for} and long-run future: 


tem depends largely upon whether ! 
these price and wage policies are | 
made with wisdom and foresight 
and temperance and with a sound 


| : |understanding of thei found | 
| profit (gross) of eight points. | eee we ee ee 


effect upon general levels of eco- | 
nomic activity—in the longer run | 
and not only for the moment of 
quick and transitory gain. 


Soberly considered, one of the | 
most heartening aspects of this 
postwar period has been the de- 
gree to which those within our 
private entérprise system have 
learned more about our economy 
and how it works, contrasted with 
the situation after World War I 
I firmly believe that one of the 


have thus far avoided a serious 
recession has been the increasing 
skill of businessmen in theiy pric- 
inventory policies, ana 
the increasing responsibility 0) 
wage negotiations 
There have been some excesses on 
both sides, but there has been ar 
immense amount of moderation 
and foresight. If further down- 
ward price adjustments can be 
made with calmness and skill an: 
are directed toward maintaining 
high employment and production 
by market adjustments rathe1 
than viewed as a sign of business 
decline, and if wage demands can 


there is no tangible reason why we 
cannot pull suecessfully through 
this trying year and hand up ar 
unparalleted record of transition 
from a postwar boom to a long 
period of sustained prosperity 
without intervening hard times. 
But realists will recognize—and 
I hope that this may come tv 
be another area of increasing 
agreement between business and 
government — that neither man- 


policies to the whole national in- 
terest, which is their own long- 
run self-interest as well, unless 
they have a_ sufficiently broad 
nationwide perspective of what is 
the true national interest in an 
economic sense and how they 
might help to move this interest 
Yet the nature of our 





complex economic system makes 
it insuperably difficult for any 


‘single individual or group alone 


‘to formulate in ful] this broader 


| however 


' this 


New Industry Comes to the | 


nationwide perspective. 

For example, the steel industry, 
wise, cannot shape its 
policies without knowing about 
matters outside its direct range of 
competence. It needs to know the 
outlook for agriculture, and what 
means in terms of demand 
for farm machinery and other 
equipment involving the use of 
steel. It needs to know the likely 
magnitudes of prospective home 
building. It needs to know the 
likely trends in government 
policy which wil] affect the de- 
mand for steel products. In the 
same manner, no labor organiza- 
tion, however wise, can strive to- 
wards sound wage policies in the 
whole national interest unless 
both labor organizations and em- 
ployees have before them some 
over-all guides as to what balance | 
between production and consump- 
tion will promote economic equi- 
librium instead of throwing our 
economic machinery out of gear. 
Likewise, the whole problem of 





farm prices and incomes cannot 
be considered independently. of} 
the levels of agricultural output | 
consonant with high level indus- | 
trial activity, high standards of | 
diet for a fully-employed» and 
well-paid urban population, and | 
sound international economic ar- | 
rangements. ; 

It is only on the basis of these 
broader nation-wide perspectives | 
that we can have high hopes that: 


working out these kinds of rela- | 
tionships that industry and agri- | 
culture and iabor can blend their | 
efforts in the common cause of an | 
expanding economy, instead of | 
becoming increasingly at swords’ | 
points with one another and thus 
dragging the economy downward 
by the weight of their dissension, | 
cross-purposes and conflict. 

This means that modus operandi, 
formal or informal, should be en- 
couraged whereby the various | 
factors in our private enterprise | 
economy could more effectively | 
pool their resources and their | 
thinking toward a more mutual | 
appraisal of their mutual prob- | 
iems. Through such cooperation, | 
there might gradually emerge 
some improved general formulae | 
for what might be called national | 
prosperity policies. 

These national prosperity poli- 
cies would not have any of the) 
aspects of a “national plan.” They | 
would not be forced upon anyone. | 
Businessmen, workers, 





and | 
farmers would be just as free to| 
ignore them or to discount their | 
value as they are now free to ig- 
nore the weather reports. But just | 
as the weather reports have be- 
come increasingly proficient and | 
increasingly useful to those who 
make use of such an advisory 
service, so such national pros- 
perity policies could become in- 
creasingly useful in the economic 
sphere. 


Basie Functions of Government 
Within the framework of such 
national prosperity policies, I 
should like to outline two basic 
functions of government. The 
first of these is to take part in 
the informational and analytical 
studies underlying such national 
prosperity policies. These studies | 
might be likened to a compre- | 
hensive business advisory service, | 
to be kept current from year to| 
year and revised constantly in the 
light of experience. The govern- 
ment needs to participate and 
take leadership in such a service, 
not because the government can | 
do the job alone, but rather be- 
cause no one else can do the job 
alone. By consultation and co- 
operation beiween the government 
and major economic groupings, | 
the service would be constantly 


| subjected to the purifying influ- 


ence of constructive public criti- 
cism. The provision of information 
and analysis with government aid 
is wholly within our American 
traditions. The more successful 
this undertaking were to become | 
in providing these nation-wide 
perspectives, and the more suc- 
cessful our businessmen, workers, 
farmers: and consumers were in 
benefiting by them, the less 
need there would be for govern- 
mental intervention in the actual 
economic process. 

The second essential function of | 
government is to utilize these 
nation-wide perspectives for the 
better orientation and evaluation 
of its own specific policies, re- | 
lating to taxation, credit, regula- 
tion and spending. Thus there | 
would be improved measurement, | 
not only of the direct conse-| 
quences of goverament action, but 
also of all its ramifying effects | 
upon the private economy. This 
has been an objective long-sought | 
‘by all thinking, people, regardless 
of whether they favor the expan- 
sion or contraction of specific 
governmental programs. 

Importance of Business 
Psychology 


It is vitally important that the 
business community recognize the | 


| essential Moderation of the eco- 


nomic thinking among govern- 
ment. people,-because the eco- 
nomic outlook especially in inis 


| mated at about $18% 
| the first-quarter of 


First, the economic situation is 
still fundamentally favorable. 
Civilian employment during the 
first-quarter of 1949 was higher 
month by month than during the 
first-quarter of 1948, and 1948 was 
considered a yery prosperous year. 
Unemployment, it is true, was 


about 3,167,000 in March. 1949, or ' 


about 727,000 higher than a year 
earlier. But the level o! unem- 
rPloyment is still low, ¢con- 
trasted with an average -monthly 
level of unemployment of about 
5' million in 1941 when total 


| Civilian employment was only 50 


million as against civilian employ- 
ment which is more than 574 
million now and likely to be 
higher at later seasons of the year. 
Planned business investment in 
new plant and equipment is esti- 
billion for 
1949, con- 
trasted with about $12!» billion 
tor the first-quarter of 1947 and 
$16'>5 billion for the first-quarter 
of 1948. Consumer incomes, na- 
tional income, and total! savings 
are extraordinarily large. Govern- 
ment demand for goods and sery- 
ices will increase considerably 
throughout the year. Sensational 


magnification of a few soft spots. 


in the economy, and of some re- 
cent increases In unemployment, 
should not be permitted to distort 
judgment or to produce a “fear 
psychology.” The outlook for 1949 
is still bright, and by 
combined with the right 
of action it can be kept bright. 


Second, there has been built into 


the structure of our national 
economy a series of devices which 
by common consent would lessen 
the effects of any serious reces- 
sionary developments and tend to 


'make them less severe. These in- 


clude the farm price support pro- 
gram, improvement in the bank- 
ing structure, and social security 
and other cushioning devices, to 
name but a few of many. 


Third, it is commonly acknow}- 


edged that in the event of any 
serious recession—which is not to 
be expected and can be avoided— 
the government would move 
rapidly and _ vigorously -with 
counteracting measures. Tax and 
credit policies would be reformu- 


lated to stimulate business invest- | 


ment and consumer demand. Pub- 
lic works would be 
quickly. Technically, it is fair to 
assume that the job would be 
done as much better than the job 
cone in the thirties as the admin- 
istration of World War II: was 


| better than the administration of 


World War I. We have learned by 
experience. 

Fourth, the intent and purpose 
of the government, affirmed by 
established legislative policy, is 
not to wait until a serious reces- 
sion sets in but instead to act to 


maintain the prosperity which we: 


now have through careful analy- 


|ses of the dangers which threaten 
‘if and through prompt attention 
they | 
multiply and spread to more un- 


to these dangers before 


manageable proportions. 
This emphasis upon prevention 


| may be more clearly understood 
if 1 say a word about economic. 
forecasting. Forecasting certainly 


has its place in economic affairs. 
But it should not be over-em- 
phasized at the expense of suffi- 
ciently vigorous efforts to exam- 
ine current situations and current 
dangers, set high objectives for 
the future, and adopt conscious 
policies to remove the dangers 
and thus -to facilitate the. objec- 
tives. 

Let me illustrate by analogy. If 
a doctor examines me and finds 
a condition which. is likely to lead 
to trouble, he may prescribe a 





optimism ° 
course 
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worthwhile remedy now to be 


applied. True, this implies toa 
degree a forecast of what the 


remedy will accomplish, and also 


of what might happen if it is not! 


epplied. But this is very different 
from the doctor attempting to tell 
me in just what month or 
my wife will collect my insurance 
if I do not take his advice. If he 
goes too far in the latter direc- 
tion, I would begin to think that 
he is a witch doctor and not the 
real article. 

Similarly, the anti-inflationary 
program which President Truman 
tirst recommended in late 1947 
was not based primarily upon an 
attempt to forecast just how long 


inflation would last or how soon 
a bust would come if nothing 
were done. It was rather an at- 


tempt to point out that the exist- 
ing inflation had dangerous ele- 
ments, that specific remedies 
could and should be developed, 
and that they should be applied 
promptly. The first question to 
ask about the President’s anti- 
inflation program, therefore, is not 


how much danger of inflation 
now remains in April, 1949, but 
rather whether we would have. 


been better off now if this pro- 
gram had been adopted when pro- 
posed. I think that we would have 
been far better off, not only be- 
cause the dangers of readjustment 
would have been reduced, but 
also because demonstration of our 
ability to deal promptly with ac- 
tual conditions as they then 
existed would have increased our 
_confidence to deal with new situa- 
tions as they come into being. 
Our economy does not undergo 
changes so rapidly that policy ad- 
justment and readjustment to cope 
with current conditions as they 
evolve is likely to lag far behina 
the need; while excessive stress 
upon trying always to shape cur- 
rent policies in terms of forecasts 
of what may happen later on will 
leave us always in an unhealthy 
and uncertain dither that does no- 
body any good. I am reasonably 
confident that the processes under 


the Employment Act of 1946, 
whereby analyses and proposals 
are reformulated from time to 
time, will not leave us without 
proposals adequately attuned to 
any existing situation. The big 


question is whether these propos- 
als will receive sufficient agree- 
ment to be applied before the sit- 
uation to which they are addressed 
deteriorates into something worse 
because of neglect. 

Since preventive action in time 
depends more upon attention to 
existing conditions and upon ef- 
forts to reach defined objectives 
than upon forecasts as that term 
is commonly understood, it fol- 
lows also that available policy in- 
struments should be 
broad and flexible to 
alternative future developments 
which cannot be predicted with 
certainty, For example, in a state 
of high prosperity such as we now 
enjoy, the economy may move 


either upward or downward, and | 
it is more important to have both | 


a brake and an accelerator in the 


machine than to try to guess what | 
An- | 


lies beyond the next curve. 
other reason for a flexible com- 
bination of tools, which I cannot 
develop fully now although I have 
done so on many previous occa- 
sions, is that the maintenance of 
prosperity requires a combination 
of measures which cannot be gath- 
ered entirely under the traditional 
heading of anti-inflationary 
anti-deflationary devices, 


year | 


sufficiently | 
deal with! 


or) matters, | 
These | believe that if our business system 


measures might more properly be | 


devices, for 
is that 


stabilization 
essential character 
are pertinent to a 
a selective mixture 


called 
their 
they 
where 
needed 


is 


nat! of 
period | 


because we want to act| 


preventively against forces tug-| 


ging in more than one direction 
before we reach either a galloping 


inflation or a devastating defla- | 


tion. 


| 


policies is mainly responsible also 
for the current business concern 
that the government wants to in- 
tervene excessively in the eco- 
nomic system. This overlooks one 
vastly important fact: that pre- 
ventive action against a depres- 
sion in times of prosperity is more 
moderate and less costly than cur- 
ative efforts after a depression is 
upon us in full force. For example, 
the proposal to study 
business investment should not be 
increased in a few basic capacity 
areas—which is not a proposal for 
direct government 
except as a last resort—is infi- 
nitely more moderate than the 
direct efforts which the govern- 
ment would make to stimulate 
investment if we were to plunge 
to the bottom of the business cycle. 
The proposal that the government, 


whether | 





intervention | 


| 
| 


| 
| 


in times of prosperity might be | 


called upon to intervene at a few} 


selective spots to prevent price or 
wage excesses which might throw 
our whole economic 
out of gear, is infinitely more 
moderate than the intervention in 
the price and wage structure 
which the government perforce 
would undertake if we were con- 
fronted with a demoralizing col- 
lapse of the income structure. 
Why, then, 
measures in times of prosperity 
considered excessive by so many 
who would counsel far more ex- 
traordinary measures in the event 
of depression? Is it because, while 
our economic thinking has pro- 
gressed to the stage where it 
would welcome anti-depression 
measures after the catastrophe, it 
does not yet recognize the neces- 
sity for pro-prosperity measures 
taken in time? Yet all our knowl- 
edge of the difficulties and un- 
certainties of working Our way 
out of a deep depression, after it 
has arrived, should promote the 
common sense conclusion that an 
ounce of prevention is worth more 
than a pound of cure. When this 


principle is more fully understood, | 


the first great obstacle to broader 
areas of agreement between busi- 
ness and government will have 
been overcome. 

In this connection, I want. to 
make another point which should 


contribute to a better understand- | 


ing between business and govern- 
ment. This point is that there has 
been a pronounced shift in the 


erment people since the 
thirties. In the mid-thirties, there 
were many who believed that our 


machinery | 


| 


'economic system work. 


are these moderate | 


constant expansion and growth. 
It is certainly an ironical com- 
mentary upon the lack of perfect 
understanding between business 
and government, when some busi- 
ness spokesmen look askance at 
the philosophy that production 


|and investment and employment 


should be even higher, and mar- 
kets even larger, than they now 
are, 

Business and government to- 
gether should reject the bland 
assurance that a leveling off of 
production and employment rep- 
resents a normal or healthy situa- 
tion when the postwar boom is 
over, We are firmly committed 
by law, by our vital national re- 
quirements, and by the world sit- 
uation to seek the goal of maxi- 
mum production and employment 
at all times. This means striving 
for more output and more jobs 
from year to year in a growing 
economy. If this task is becoming 
more difficult than when we were 
moving along easily on the mo- 
mentum of war-created demand, 
we should redouble our efforts) 
and not give up in defeat. This is| 
the true meaning of making our 
It is the 
true meaning of American pros- 
perity. 

We believe that our business 
system should grow. Despite some 
misinterpretation to the contrary, 
we believe that levels of business 
investments and profits in subse- 
quent years should be even higher 


‘than in past years, but in conse- 
/ quence of true growth rather than 


unhealthy inflation. 

We believe that the first step 
toward achievement of these 
higher production and prosperity 
goals lies in their clear recogni- 
tion. We want to define more 
clearly where the bottlenecks and 
shortages and economic malad- 
justments are which _ interfere 
with constant growth. We believe 
that, by this improved definition 
of our common needs and aspira- 
tions, industry and agriculture 
and labor will receive tremendous 
incentives to their own free and 
voluntary efforts through more 
complete appreciation of the im- 
mense opportunities lying before 


| them. 


The setting in which we must 
strive to realize our enormous 
possibilities is a compound of 
responsible private enterprise and 


; beg ae /responsible government. The ex- 
economic thinking of many gov-| 


mid- | 


‘the 


business system by its very na-| 


ture must necessarily run down 
hill from time to time. Conse- 
quently, they believed that gov- 


ernment economic policy consisted | 


mainly in stepping in on such 
occasions to fill in the gap or 
prime the pump with vast public 
undertakings. Such devices might 
again be necessary if 
large recession or depression. But 
I believe that the main line of 
economic thinking within the gov- 
ernment now takes a different ap- 
proach. We reject the proposition 
that our business system is neces- 
sarily unstable, We believe that, 
by wise action and foresight, our 
enterprise system itself can suc- 
cessfully apply many of the poli- 
cies needed to maintain high levels 
‘of employment and _ production. 
'We seek to focus attention upon 
problems of prices and wages and 
'levels of investment, not because 
‘we believe that the government 
|should intervene largely in these 
but rather because we 


| 
| 
| 
| 
| 


itself attends to these problems in 
time the need for a large degree 
intervention will never arise. 
In short, the government, repre- 
senting the public interest, is try- 
ing to direct more attention and 
study to the means by which our 
enterprise system may become 
more nearly self-stabilizing than 
in the past. 
Fifth, business 


should derive 


The failure to appreciate the| confidence, particularly, from the 


essential emphasis upon 


timely |emphasis which those in govern- 


we had a| 


act line of demarcation between 
these two areas of responsibility 
may change from time to time by 
conscious decisions of the 
people. But calling every change 
a trend toward statism or social- 
ism—which we all profoundly re- 
ject—sheds light upon no problem 
and contributes toward no solu- 
tion. The ultimate recourse of the 
American people, in the constant 
process of making up their own 
minds about what they want, is 
to the findings of objective eco- 
nomic study and of the physical 
sciences as revealed to them 
through education and_ public 
discussion. Anything which leads 
to broader knowledge, deeper un- 


| derstanding and clearer thinking 





| 


| 
| 





prevention in current government! ment are placing upon the goal of | 





is an aid to our business system 
and to our democracy. If we can 
learn how to pull together in the 
matter of essentials, any minor 
difficulties or indifferences can 
be reconciled or compromised 
through the solvent of our free 
institutions. | 


Eaton & Co., Inc. 
Eaton & Company, Incorpo-| 
rated, has been formed with of- 
fices at 32 Broadway, New York 
City to engage in a. securities 
business. Officers are Alpheus R. | 
Eaton, President; Mildred M. 
Hespe, Secretary and Treasurer; 
and Robert J. Hespe, Vice-Presi- | 
dent. 





Robert D. Bowers & Co. 


DENVER, COLO. — Robert D., 
Bowers is conducting a securities 
business from. offices in the} 
Cooper Building under the firm | 
name of Robert D. Bowers & Co. | 





| velopment of this point four, or 


ITO Charter Should Be Approved 


(Continued from page 6) 


ican capital is entitled to have it; tion — of improving it. 
know how much it is likely to be 
| improved. 


go. 

At the same time, there is recog- 
nition in that investment clause 
that nations may bilaterally in-| 
itiate agreements which more 
nearly fulfill their own needs. 
And if, in connection with the de- 


whatever it may be called, of the 
President’s message —‘‘American | 
technology abroad’’—we don’t in- 
sist on tighter provisions for the 
protection of our American capi- 
tal, I should think we are very 
foolish and there is nothing what- 
ever in the charter that prevents 
our doing that. 

I would like (and I don’t do it 
in any unfair way) to quote from 
the ‘‘News” of the National Asso- 
ciation of Manufacturers, of May 
8 1949—because you know NAM 
has gone on record against the 
charter—but while the issue was 
still strong, the NAM “‘News’” did 
say: 

“Although the foreign invest- 
ment regulations of the Havana 
draft still fall short of what U. S. 
industry had hoped to _ obtain, 
nevertheless, they do offer foreign 
investors greater protection than 
they have ever had _ previously 
against unjust arbitrary acts by 
government.” 

[It is interesting to see what 
the Russian answer said last fall 
on the subject, because their dele- 
gate at the Economic and Social 
Council alleged that the ITO 
would exert pressure on countries 
practicing state control of trade 
and would secure the economic 
expansion of the United States 
over the world—which, of course, 
is just too bad. 


ITO Not Alt Powerful 


I don’t 


Remember the sharp differences 


of opinion that always come in 


| our country when we have a piece 
of legislation. I submit that we 
ought to make a start toward some 
'order in international trade and I 
| don’t believe that rejecting this 


charter is an intelligent start, be- 


| cause it is the judgment of people 
| who 
| than I do, that we are not likely 
| to 


know much more about it 


it possible to initiate an- 
charter in the foreseeable 


see 
other 
future, 

It is this, I think, for a long 
time—or nothing. I am not going 
to wave before an intelligent au- 
dience like this all of the possibil- 
ities of chaos that could happen. I 
don’t know what will happen if 
that charter is refused. But I 
would not like to be a part of that 
historical record of Senators who 
in the early 1920s rejected the 
League of Nations, because I have 
a hope that perhaps the face of the 
world would have been different, 
if the United States had joined 
the League of Nations. Similarly, 
I have a hope that if we ratify 
that charter, as I think we will, 
and give it the best effort we can 
to make it work, that the world 
will be somewhat better as a 
result. 

I have a different philosophy 
about international issues from 
those I have at home. One can 
disagree with national policies, 
fight them, try to change them. 
That is my duty as a citizen and 
my responsibility to my _ con- 
science. And yet in international 


|affairs, I can be reconciled to the 


fact that other people in other 
parts of the world think differ- 





There is the completely false, I 
think ridiculous, idea 


in some | 
quarters that the ITO is an all-| 


|ently from the way we do. 
As long as they have arrived at 
what they have by democratic 


powerful organization, that it can | processes I could be quite willing 
dictate and direct domestic pol-| to accept them for their sake—and 
icies. That, I think, is not borne/|let them accept them for them- 
out at all by the facts. The char-| selves. I would hope that through 


ter is a broad declaration of prin- 


example and persuasion time 


ciples to which governments bind| would bring about the desirable 


themselves to try to adhere. But | changes. 


I would be quite sure 


I cannot believe that there is any-| that force would not. 


thing in that charter that is going | 


As this bill will come before our 


to force the United States Gov-| Congress in the near future, there 


ernment or any other government | are, 
to do what in their own interest | Ratify 


I think only two choices: 


the charter and so con- 


at any particular time they de-| tinue to exercise this extraordin- 
cide is not to their best interests/@ry position of leadership in 


to do. 


which the United States stands 


Each of these 106 provisions can | Over the world. It seems to me it: 
be built up into a big and per-/iS impossible to separate our eco- 


plexing issue. 

When I started some work on 
this, I tried to find out how many 
books there were published in 
the English language on the Bible. 
I got the librarian at Philadelphia 
and two or three other people at 
work and came up with the fact 
that there were over 2,000. With 
every reverence for the Holy 
Bible, we are still trying to find 
out what the Bible says and what 
it means. Therefore, I am not at 
all worried about the fact that we 
don't have a common agreement 
about the meaning of all of these 


‘chapters in the ITO. 


One can quickly get into a sort 
of mental erosion, if he listens to 
the microscopic analysis of each of 
these articles—unless, of course, 
he has the willingness and time 


|; to do a thorough job of analysis 


for himself. In this talk today, I 
have tried to give you sort of a 
bird’s-eye view—I have tried to 


| keep it from being a worm’s-eye 


view—of what this document says. 


I submit to you that no docu- 
ment which intends to represent 
the views of 45 nations can pos- 
sibly be perfect. And so if I admit 
that from an American point of 
view that document is far from 
perfect, of course that is simple 
realism. 

That there was this much agree- 
ment was, I think, a monumental 
accomplishment. There is ample 
reason, there is some means—per- 
haps cumbersome and slow in ac- 








/noinic and political leadership and 
|that failure to ratify this charter 


will be looked at by the rest of the 
world against other backgrounds. 
I don’t know what will happen to 
R. T. A. out of the Senate. I hope 
it goes back to the form in which 
it was up to a year ago, but re- 
member the action of our Con- 
gress in so sharply amending the 
R. T. A. has left uncertainties in 
the minds of foreigners as to 
where we stand on international 
policies. 

This charter will provide some ' 
permanent machinery which will 
attempt to bring some better order 


'into the world — at least when 


ECA runs out, as I hope it does— 
and there will be something to 
carry along afterwards. It will 
serve notice to the world that we 
shall continue to press for freer 
and more democratic world trade 
and that we do it by the method 
of multilateral discussions instead 
of unilateral actions, 

The other alternative obviously 
is to reject the charter and let the 
world assume what it will as to 
our future international economic 
policies. 

And then if chaos does come, as 
it might, most of us are not likely 
to be alive to reason why. 





Frank Securities Co. 

Ira Frank has formed the Frank 
Securities Co. with offices at 75 
West 45th Street, New York City 
to engage in a securities business. 
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Indications of Current Business Activity 


The following statistical tabulations cover production and other figures for the latest week or month available (dates 
shown in first column are either for the week or month ended on that date, or, in cases of quotations, are as of that date): 


AMERICAN IRON AND STEEL INSTITUTE: 
Indicated steel operations (percent of capacity) _---------------. Mays 
Equivalent to 
Steel ingots and castings (net tons) ee 


AMERLCAN PETROLEUM INSTITUTE: 


15 


15 


Crude oil output—daily average (bbls. of 42 gallons each) _______/ Apr. 30 
Crude runs to stills—daily average ‘bbls.)-_- = naan. 
Gasoline output (bbls.)- OE ELAS LSS Apr. 30 
Kerosene output (‘bbls.)--- aa dees nico 26 
Gas oil and distillate fuel oil output ‘bblis,__~- ies Apr. 30 
Residual fuel oil output (bbls.) = Apr. 30 


Stocks at refineries, at bulk terminals, in transit and in pipe lines — 


Finished and unfinished gasoline ‘bbls.) at Apr. 30 
Kerosene (bbls.) at _- . eee 
Gas oil and distillate fuel oil (bbis.) at-.----- . ae 
Residual fuel oil (bbis.) at fe IE RS Bp oT CORE LS SS ORs 8 Apr. 30 
ASSOCIATION OF AMERICAN RAILROADS: 
Revenue freight loaded (number of cars) —----~-- “a vitinwe aa. oS 
Revenue freight received from connections (number of cars)__._. Apr. 30 
CIVIL ENGINEERING CONSTRUCTION — ENGINEERING NEWS- 
RECORD: 
RR ENE SE a ee Te ee 
Private construction _~_ ST eacascancatie Batendicteec a. 2 
Public construction ~~_- Eg 2 _May 5 
State and municipal__ ’ dechive May 5 
pS” eee Se OS SCE ae eee May 5 
COAL OUTPUT (U. S. BUREAU OF MINES): 
Bituminous coal and lignite (‘tons ee ae 
Pennsylvania anthracite (tons) = A h Apr. 30 
OEE aS Ee EE LS Bee eee on Se ee eae Te Apr. 30 


DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS- 
TEM—1935-39 AVERAGE 100 ______--~- ‘ 


EDISON ELECTRIC INSTITUTE: 


Apr. 30 


Electric output (in 000 Kwh.) | ee 2 SES Rs ne eed ne Oe et Ma 7 
FAILURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD- 
STREET, INC. —- an 2a oer een eee: 
ERON AGE COMPOSITE PRICES: 

Pinished steel (per lb.) —_ eed a he ie ee ee 

Pig iron-(per gross ton) Pa aE Se eae bp kee ee ce 

Scrap steel (per gross ton)-._--~-------------------- ~aaaaesMay 3 

METAL PRICES (E. & M. J. QUOTATIONS): 

Electrolytic copper— 

i crane es eri abaaeenel wegen a aieeeee May 4 
mapert refinery at.............. ee eae lichen May 4 

Giese tin Grew York) at ._......-......- Ga i asi = se 

Lead (New York) at______--___- Ah nie Betas andtitous ee 

I is ot A ae sah de siiin i S decigiomaas pancenil May 4 

I I A os ag cistern er eth erent em ore May 4 

MOODY’S BOND PRICES DAILY AVERAGES: 

a nn cinta mnas ome Be 

Average corporate_____-_- 4 od 5 ih splice aaleded ohainticiclaain iseig lca eae 

le Pa calle ct tedeed ease da ntiua Beet —enecucaes eS dels sacs tae ee 

ae «. Een nacre 7 = _ .__May 10 

I rasan acd cat as oaadenconsingnnnieedires See SR A eee Se Ele Seth _._..._.May 10 

a eter! et EE SEES ee —————— 

Railroad Group______~- a oe Ea bigs Pe ee 

Public Utilities Group- , LS omens ren leone _._May 10 

EE TEL RRL LAGS Pe tie A APOE eS May 10 

MOODY’S BOND YIELD DABLY AVERAGES: 

U. S. Government Bonds a IS eee Ser. I Lee May 10 

Average corporate a 4 ee Ee ee May 10 

"gee Be ae ‘ ey ee ee oe __.May 10 

eee hs ai . : ears ak ———— 

+ a aie PRES Re a ; —a-=a oe 

Oe Ree hexane eee 

Railroad Group Neabes eRe ere e = : _.May 10 

Public Utilities Group- ee Pe Pee nee eee 

a a ce ds aeeructr ge oreo ia May 10 

ee A 8 oe et emmiimen May 10 
NATIONAL FERTILIZER ASSOCIATION—WHOLESALE COMMOD- 
ITY INDEX BY GROUPS—1935-39—100: 

RES SE SS See ee ee ae a ee en a May 7 
SEES Se ERE ee eee mere ne epee pains sini a oe 

Parm products st ares ine : pailamaaaeaate ae Mav 7 
SS a Oe FE nes See ----May 7 
I gO i Sd eta eee ss popes ea eee 
SE Sees Sree aa ek ene ONE 

a es Se ; ae . 2s | 

Miscellaneous commodities___~_ i ah ia epoch ad eS Oo 

sextiles ~-.....-..--.--- eae tea a te ait inca SUE |p 

SN ie cist wae omens a a ina sien ip With a a is is sa ical May 7 

Building materials_______~- BERS SS AEE anne 

Chemicals and arugs__ 5 Si enccictonpalha Gocnicteaceeccnon a. TE 

se hs iid Ss rs as es ah I ae Siecle hea Sa May 7 

Fertilizers ea a : Coes ae 

Farm machinery____~-~---- We ba came ee aan gsm atta te oe 
Qn groups compined__........... bgttNtmasncccnndaame F 

NATIONAL FAPERBOARD ASSOCIATION: 

SS 0, Eo eee SY 

ee NS ed ee ee eee = _Apr. 30 

III I I a op nana ascend Scat Seneca es dna Apr. 30 

I UE Al i Sa cerchp ences ns ad em eines to te ane neni ad Apr. 3 

OIL, PAINT AND DRUG REPORTER PRICE INDEX — 1926-36 
pS EE eae es fs a ae eens May 6 

WHOLESALE PRICES NEW SERIES—U. S. DEPT. OF LABOR— 
1926—100: 

I a a i asi May 3 
i og SS Se ld ae. dea apneeeis anes aneemads acieaacaaianenal May 3 
I et a natin aa ec perme da naa ws cad Sal May 3 

All commodities other than farm and foods_._----_-__________ May 3 
RE a oe ae ae eee ee May 3 
ee ee CR ROU Rn 8. anew anemaietocnanansaan ey ot 
Metals and metal products____- Paes ce) ¢ Wie 82 SEL TP ER Es FFF. May 3 
I Pi oa a soe en as va winnie ah cig taafpai mah a adh Deine wt Sahel May 3 
a aad ws Gece ch sci ares ce cifepimdneecboe Gag an ceases pap May 3 

Specia] indexes— 

I a I a lala ls aie a Ee ll May 3 
ag AN ty opened eae int 7 SERS Le May 3 
allah as Stas ck se wings tcage abcd atest daca lg veoh toauad it ab es shined vada May 3 
ND, re SO er aan ee eee es eke May 3 


*Revised figure {Includes 424,000 berrels of foreigm crude runs. 


basis of reporting in California. Principal! 


Latest 
Week 


96.2 


1,773,500 


.922,050 
.273,000 
969,000 
837,000 
6,681,000 
,185,000 


RO 


co 


124,787,000 
18,923,000 
49,959,000 
60,174,000 


785,444 
624.740 


$129,266,000 
51,233,000 
78,033,000 
56,865,000 
21,168,000 


11,530.000 
963.000 
147,000 


3.74583¢ 
$46.13 
$23.08 


18.200c 
18.425c 
103.000c 
15.000c 
14.800c 
12.500c 


101.56 
113.12 
119.00 
117.40 
112.19 
105.00 
108.34 
114.08 
117.40 
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343.6 


213.7 
148.4 
228.5 
313.7 
203.4 
221.8 
223.1 
164.2 
187.9 
176.0 
213.0 
137.6 
142.9 
150.5 
153.1 
203.3 


153.079 
161,559 


80 
250,331 


155 
168. 
161 
147. 
139. 
130. 
169. 
195 
129. 


ho hm bo ee 00 Wt 


162.2 
198 


959 


<-- 


186. 


=~] W « 


Previous 
Week 
97.3 


.793,700 


4,915,950 
5,188,000 
17,595,000 
1,915,000 
6,087,000 
8,246,000 


124,749,000 
18,361,000 
49,775,600 
60,207,000 


769,336 


618,763 


$145,936,000 
59,077,000 
86,859,000 
71,465,000 
15,39+,000 


11,355,000 
802.000 


*147,200 


5,303,341 
204 


3.74887c 
$46.57 
$22.92 


19.700c 
19.925c 
103.000c 
15.000c 
14.800c 
13.000c 


101.62 
113.12 
118.80 
117.20 
112.19 
105.00 
108.16 
114.08 
117.40 


215.2 
149.1 
225.0 
310.1 
200.9 
218.2 
*223.1 
165.2 
188.0 
179.7 
213.5 
137.6 
142.9 
150.5 
153.1 
203.4 


156,945 
159,884 


156. 
169 
162 
147. 
139. 
131. 
170. 
196. 
129. 


G WN iD Ome 


162.6 
194.9 
222.3 


184.8 


Month 
Ago 


99.2 


1,828,300 


5.072.400 
5,269,000 
17.635,000 
1,959,000 
6,658,000 
8,351,000 


127,769,000 
17,915,000 
43,556,000 
58,710,000 


$178,242,000 
89,664,000 
88,578,000 
71,977.00C 
16.601.000 


9 660.000 
960,000 
114,2C0 


3.75197¢ 
$46.74 
$26.17 


22.950c 
23.425¢ 
103.000c 
16.000c 
15.800c 
16.000c 


101.70 
113.12 
119.00 
117.20 
112.37 
104.66 
108.16 
113.89 
117.40 


tN NWWWNNWN 
o 
eo 


ss 
he 
YNNICeCNMWINS 


Year 
Ago 
94.3 


1,699,706 


5,413, 45( 
$5,570,00( 
$16,681,00¢ 
§$2,236,00C 
$6,932 ,00C 
$9,343,00C 


$111,632,00¢ 
$13,394,000 
$35,224,00¢ 
$50,829 ,00C 


$113,317,00C 
48,691,00C 
64,626 ,00¢ 
41,353 ,00( 
23,273 ,00( 


14,007,000 


1,128,000 
91,300 
300 
5,087,264 
108 


3.25116¢c 
$40.11 
$40.42 


21.200c 
21.550c 
94.000c 
17.500c 
17.300c 
12.000c 


100.87 
112.56 
117.60 
115.63 
112.00 
105.69 
107.80 
113.89 
116.22 
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419.8 


201,340 
192,734 

102 
397,407 
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SNot comparable with other periods which are on new 


changes exclude cracking stock from distillate and residual fuel oils. 





BUILDING PERMIT 
BRADSTREET, 
ot Marcn: 

New England 
Middle Atlantic 
South Atlantic 
East Central 
South Central 
West Central 
Mountain 
Pacific 


VALUATION — DUN & 
INC.—215 CITIES—Month 


Total United States 
New York City 
Outside of New York City 
BUSENESS LNCORPORATIONS, 

UNITED STATES—DUN & 
INC.—Month of March 


NEW IN THE 
BRADSTREET, 


CASH DIVIDENDS — PUBLICLY REPORTED 
BY U. S. CORPORATIONS — U. 8S. DE- 
PARTMENT OF COMMERCE Month ot 
December (0000's omitted) 


CIVIL ENGINEERING 
GINEERING 
April 

Total U. S. construction 
Private construction 
Public construction 

State and Municipal 
Federal 


CONSTRUCTION — EN- 
NEWS-RECORD Month oft 


CONSUMER CREDIT OUTSTANDING—BOARD 
OF GOVERNORS OF THE FEDERAL 
RESERVE SYSTEM—Estimated short-term 
credit in millicns a Mar. 31 

Total consumer 
Instalment credit 
Sale credit 
Automobile 
Other 
Loan credit 
Noninstalment credit 
Charge accounts 
Single payment loans 
Service credit 


crealt 


COTTON GINNING (DEPT, OF COMMERCE): 
tunning bales (exclusive of linters) crop ot 
20e0 ~~... 


METAL PRICES (E. & M. J. QUOTATIONS)— 
Average for month of April: 
Copper (per pound) 
Electrolytic, domestic refinery 
Electrolytic, export refinery 
Lead (per pound) 
Common, New York 
Common, St. Louis 
Silver and Sterling Exchange— 
Silver, New York (per ounce) 
Silver, London (pence per ounce: 
Sterling Exchange (Check) 
Zine (per pound)—East St. Louis 


Tin (per pound) 
New York Straits 
New York, 89% min. ($8) 


Gold (per ounce U. S. price! 
Quicksilver (per tlask of 76 pounds) 
‘Antimony (per pound) (E. & M. J.) 
Antimony (per pound), bulk, Laredo 
Antimony (per pound), in cases, Laredo 


Antimony (per pound), Chinese, Spot 
Platinum, refined (per ounce) 
*7Cadmium (per pound) 

Cadmium (per pound) 
SCadmium (per pound) 


Aluminum, 99% plus, inget (per pound: 
Magnesium, ingot (per pound) 
Nickel ies ‘ 


MOODY’S WEIGHTED AVERAGE YIELD OF 
200 COMMON STOCKS—Month of April: 

Industrials (125) 
Railroads (25) 
Utilities (25) 
Banks (15) 
Insurance (10) 
Average yield (200) 


NON-FERROUS CASTINGS (DEPT. OF COM- 
MERCE )—Shipments, month of February: 
Aluminum (thousands of pounds) 
Copper (thousands of pounds) 
Magnesium (thousands of pounds) 
Zine (thousands of pounds) 
Lead die (thousands of pounds) 


PERSONAL INCOME IN THE UNITED STATES 


(DEPARTMENT OF COMMERCE)—Month 
ot February (in billions): 
Total personal income 
Wage and salary receipts, total 
Total employer disbursements 
Commodity producing industries 
Distributive industries 
Service industries 
Government 
Less employee contributions for social 


insurance a 
Other labor income 
Proprietors’ and rental income 
Perscnal interest income and dividends 
Total transfer payments 
Total nonagricultural income 


REAL ESTATE FINANCING IN NON-FARM 
AREAS OF U. S.— FEDERAL SAVINGS 
AND LOAN INSURANCE CORPORATION 
—Month of February (000’s omitted): 

Savings and Loan associations__ * 
Insurance companies 

Banks and Trust companies 

Mutual Savings banks 

Individuals _____ = 

Miscellaneous lending institutions 


Total " 


UNITED STATES EXPORTS AND IMPORTS— 
BUREAU OF CENSUS—Month of March: 
(000’s omitted): 

Exports 
Imports 


“Revised figure. *Based on the producers’ 
$Based on piaters’ quotations 

tons or more but less than carload lot packed in cases, f.o.b. New York. 
$$Tin contained. 


the producers’ and platers’ quotations. 


Colbourne, N.S. U. S. duty. included. 


Latest 
Month 


$16,422,754 
68,956,623 
26,727,236 
61,213,937 
44.758 ,0528 
29,729,274 

8,929,708 
78,042,514 


$325,790, 104 
38.089,095 
287,761,009 


$1,318,900 


$589,623 ,000 
274.021.000 
315,672,000 
266,003 000 

49,669,000 


4.07¢ 
. iV 


14,550,279 


21.450c 
21.692c 


105 .000c 
102.000c 
$35.000 
$24.654 
41.730c 
38.500c 
39.000c 
Nominal 
$72.000 
$2.00000 
$2.07500 
$2.15000 
17.000c 
20.500c 
40.000c 


7.02 
63 
11 


> 
¥ 


31 


1W PH 
~! 
~ 


_ 
Cc 


27,228 
638,776 

813 
28,233 


705 


~ 
UU) me OO 


~ 

© 

+ 
- 


$223,906 
67,987 
160.871 
46,020 
152,070 
105,636 


$756,490 


$1,152,300 
621,900 
quotation. 


Previous 


Year 
Month Azo 


129,918 


$e $13,656,673 
73,570,480 

9? 

2 


69,345,082 
25.099,432 
58,196,353 
64.291 ,452 
17,895,915 
9,221,685 
80,910,187 


598,851 
35,260,200 
39,980,726 
10,925,903 

4,576,587 
48,152,886 
$338.610,7389 

40,756,373 

297,854,407 


$244,195,551 
51,217,797 
192,977,754 


$205,100 


$743.529,000 $777,159,060 
344,058,000 391,258,009 
399,471,000 335.891 000 
236,154,000 271,005,000 


163,317,000 114,886,000 


340 3.5 
4,506 < Ve 
21¢ 
S04 =< 
1 9965 
4.034 5) 
6.996 RL 
3,176 3,275 
<,864 2,78 


11,551,733 


23.178¢ 21.2002 
23.425c 21.534 
18.907¢ 17.212 
18.715c 17.012 
71.500c 74.625c 
3.500d 45.0004 
$4.02750 $4.02614 
17.056c 12.000 
103.000c 94.600¢ 


102.000c 
$35.000 


93.500 
$35.000 


$87.296 $75.462 
41.730c 36.120 
38.500c 33.000c 
39.000c 33.500 
Nomina! Nomina 
$75.111 $92.923 
$2.00000 $1.75000 
$2.05000 $1.77500 
$2.10000 $1.8000H 
17.000c 15.000¢ 
20.500c 20.500 
40.000c Not Avail 
6.88 5.50 
8.31 5.55 
6.06 5.87 
4.66 4.50 
x of 3.29 
6.66 5.45 
29,142 37.963 
76,348 87,169 
822 635 
33,205 37,682 
1,019 1,073 
$219.5 $205.4 
136.3 126.8 
138.6 128.8 
62.1 57.3 
39.9 37.8 
16.6 13.6 
20.0 17.6 
2.3 2.0 
Be | 2.0 
51.4 49.6 
18.6 16.5 
11.1 11.4 
195.7 134.3 
$216.603 $252.29 
72,765 65,85 
174,195 204.383 
50,378 33,169 
158,891 150,461 


116,722 


$789,559 





$826,874 


$1,029,400 $1,139,009 
567,900 665,813 
tBased on the average of 
‘Domestic, five 
*?F.O.B. Port 
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Prospects for Gradual Business Decline | 


(Continued from first page) 


1948, however, good crops at home 
and abroad improved the agricul- 
tural outlook and the critical 
shortages of many industrial and 
manufactured products were elim- 
inated. Furthermore, the steady 
ris€é in the money supply, which 
had persisted for so many years, 
had already come to a halt, and 
the price level became substan- 
tially adjusted to the new volume 
of money. ; 

Consequently, latter 


in the 





Part of 1948 a material change de- | 


veloped in the general economic 
and price situation. Commodity 
prices leveled off, and some of 


them dropped sharply. Deliveries | 


were speed : ‘ise j -| 
peeded up, the rise in con | government support and continued 


Sumer and business spending be- 


gan to taper off, inventories rose | 


to new peaks, and a more general 


balance was attained between de-| 


mand and supply at the price 
levels then prevailing. New orders 


fora wide variety of products be-| 
gan to fall off and a feeling of un- | 


certainty began to spread in the 
business community. 

Despite the change toward the 
close of last year, the early months 
of 1949 brought no significant de- 
terioration of business in the ag- 
gregate. Personal income was 
close to its all-time peak. Retail 
sales on the whole compare favor- 
ably with the comparable months 
of last year. Unemployment has 
risen, but the 34% million figure is 
still low for an economy of our 
size. Although manufacturing em- 
ployment is down slightly, em- 
ployment as a whole has been 
running ahead of last year. 

Other measures, however, show 
a more sizable drop in the rate 
of business activity. Miscellane- 
ous and less than carload freight 
ladings have ben averaging 10% 
to 15% below a year ago, and the 
turnover of demand deposits, on a 
seasonally adjusted basis, shows a 
declining trend. Business loans 
have been dropping steadily from 
their peak in December, 1948, and 
are now about where they were 
a year ago. The Federal Reserve 
index of industrial production, 
currently estimated at 180, is 15 
points below the postwar peak ai- 
tained in October and November, 
1948. 


After dropping by about 2) 


points a month earlier in the year, | 
the rate of decline accelerated in | 


March and April. 
Further Decline in Prospect 


_ The belief that we shall expe- 
rience a further and more sub- 


stantial downturn in business ac- | 


tivity is based upon a number of 
considerations: (1) the economy 
is faced with additional price ad- 
justments which are not likely to 


be achieved without perceptible | 


effects on production and employ- 
ment; 
not likely to turn upward until 
additional price adjustments have 
been achieved; (3) the trend in 
most types of business spending. 
such as construction, equipment, 
and inventories is toward lower 


(2) consumer spending is | 


| Even the steel situation, which as 
| late as last January was regarded 


|is it unlike the pattern followed 


recent months. 
There has_ been 
diversity in the downward move- 
ment of prices. In general, farm 
and food products reached their 
peaks earlier and declined rather 
sharply, while manufactured 
products reached their peak later 
and so far have shown a more 
modest drop. This pattern of price 
correction is not unexpected, nor 


in other periods of price adjust- 


| the expectation of still 
substantial | prices. 





ment, when manufactured prod- 
ucts lagged behind other com- 
modities. | 

Signs of price weakness abound. | 
Prices of farm products are likely 
to remain under pressure, despite 


substantial exports, in view of the 
large carryovers of agricultural 
products and favorable crop pros- 
pects. In nonferrous metals, where 
continued tight supply conditions 
were anticipated as recently as 
the end of last year, substantial 
price corrections have occurred. 





by some as so critically short as | 
to justify government spending | 
for the expansion of facilities, has | 
rapidly reversed itself: the steel | 
shortage is largely a matter of | 
history, premiums have been re- 
duced, grey markets have van- | 
ished, and price concessions are | 
beginning to appear. Recent re-| 
ductions in automobile prices are | 
likely to be followed later this | 
year by much more substantia! 
cuts, and prices of used cars have 
already dropped sharply. 

In practically every sector of 
the economy, supplies at present) 
prices are abundant. Consumer 
resistance to high prices is evi- 
dent anc it is likely that more 
substantial price reductions will 


be required to stimuate demand. | 


A similar situation prevails in 
private residentie: building and in 
business outlays for plant and 
equipment. Further price declines 
are in prospect and price weak- 
ness is likely to spread to more 
and more manufactured goods. 
More importantly, however, the 
cutlook for prices will have a) 
significant bearing on the volume 
and character of spending by 
consumers and business. 


Consumer Spending 


Consumers are becoming more 
cautious and careful in their buy- 
ing habits. A contributing factor 
to the leveling off in business} 
toward the close of 1948 was the | 
failure of retail sales to keep pace | 
with the rising levels of personal | 
income. Ever since 1947, con- 
sumers have been spending a de- | 
clining share of their income. | 
Toward the end of last year, how- 
ever, this trend became more pro- | 
nounced. Layoffs and part-time | 


/ work became more prevalent, un- 


levels: (4) unless budget forecasts | 


are changed significantly, gov- 
ernment spending is not likely to 
increase sufficiently to counter- 
act the downward trends in other 
sectors of the economy. At the 


same time, there are supporting | 
factors in the situation that arc | 
likely to cushion the decline and | 
make unlikely a drop of crisis | 


proportions. Each of these points 
deserves a brief discussion. 


The Price Situation 


While price adjustments have 
been in progress for more than a 
year, most of the significant de- 


employment claims rose sharply, | 
and personal savings increased 
perceptibly. At the same time, the | 
readier availability of goods re- 
sulted in a return to more normal 
seasonal buying habits for some 
of the larger items of consumer | 
durable goods. More stringent re- 
strictions on consumer credit may | 
also have been a factor. As a re-.| 
sult, many retail stores that had 
forged steadily ahead in _ the 
postwar years encountered a less | 
satisfactory trend of sales. 


This situation does not indicate 


/a@ general shortage of consumer 
| buying power but rather a spirit | 


clines so far have been limited to. 


some industrial raw materials, 


and to farm and food products. | 


Price declines have been fairly 
small in most manufactured goods 
excepi for some textiles and tex- 
tile products. For many products, 
such as apparel, however, better 
quality has been built in, and 


prices are not necessarily a good, 


of caution and reserve. That there | 
is no general shortage of buying 
power is evidenced by the daia 
on personal income, and by the} 
experience of department stores, 
where sales have picked uo 
markedly whenever substantial 
price concessions have been made 
on good quality merchandise. 
However, where price reductions 
have been only moderate, the 
saies response frequently has been 
unsatisfactory. Many retailers 
have stated that small price con- 
cessions frequently cause potential 


| ardous. 


| 
' 


lower | 

Tnere is little prospect that con- | 
sumers will increase their spend-| 
ing significantly in the near fu-| 
ture. Consumer resistance has} 
been evident for some time in lux- | 
ury goods, entertainment, and | 
other items. But now this trend} 
has broadened to take in larger} 
home appliances, furniture,| 
houses, and even some models ot | 
automobiles. Unemployment and 
shorter work weeks are likely to 
spread and to act as further ren | 
straints om consumer spending, 
and personal income is likely to 
continue to decline. A change in| 
point of view among consumers is | 
not likely to occur so long as price | 
reductions are the news of the) 
day. | 
The Inventory Situation | 


} 

American business has com- 
pleted one of the greatest inven- | 
tory building booms in history:| 
business inventories are current- | 
ly estimated at about $55 billion, | 
compared with $20 billion in 1939. | 
It is clear that inventories of some | 
specific goods or commodities are 
more than ample, but it is not so} 
easy to avpraise the inventory | 
situation in the aggregate. Those 
who have been relatively compla- 
cent about the high levels of in- 
ventories point out that most busi- 
nessmen have been following 
rather cautious inventory policies, | 
that a large part of the increase | 
reflects higher prices, and that the | 
ratio of inventories to sales is not 
cut of line with prewar expe- 
rience. 

However, it is difficult to meas- 
ure normal inventory require- 
ments at these record levels of 
business, in view of the secular 
decline in inventory requirements 
relative to sales. Also, unbalanced 
inventory conditions are difficult 
to detect from aggregate figures. 
Finally, inventories seldom appeal 
excessive so long as sales are ris- 
ing. But at peak levels of produc- 
tion, as many concerns have dis- 
covered in recent months, even a 
slight decrease in sales may turn) 
an inventory situation around in 
a short time. 

While inventory accumulation 
in recent years has taken only a 





| small share of our production, a 


reversal of the trend from accu- 
mulation to liquidation may have | 
substantial impact on the econ- 
omy. Involuntary accumulation 
may cause inventories to rise fur- 
ther before they decline. but the 
next major move is likely to be 
toward lower stocks of goods. Cer- | 
tainly this is likely to be the case 
until the price outlook changes. | 
The steady and large reduction in 
business loans in recent months 
probably reflects in considerable 
measure the adoption of more, 
conservative inventory policies by 
business. All this leads to the con-, 
clusion that the stimulating effect 
of a rise in inventories of $8 bil- 
lion in book values for 1947 ana 
$6 billion fer 1948 will be absent 
in 1949. 
Construction 

Any estimate of the volume of 
building and construction so early | 
in the season is admittedly haz- 
The outlook for private! 
residential building deteriorated | 
noticeably last year, especially in| 
the latter half of the year, when 
real difficulty began to be expe- | 
rienced in marketing newly built 
houses. New starts declined for) 
nine successive months from May, 
1948, through February, 1949, and | 
for the past eight months have 
been running behind the compar- | 
able month of the preceding year. 
During the past half year, new 
contracts for private residential | 
building have averaged 18% be- 
low the comparable months of the 
preceding year. It is possible that 
the situation will improve later in 
the year if builders shift to the 
construction of lower cost homes. 
One recalls that in 1947, private 
residential building got off to a 


|However, last year the trend 
plant and equipment spending was 


| slow start and made a strong fin- 


ish, but a repetition of this pattern | 
is not likely in 1949. On balance, | 
measure of change in value in) buyers to defer their purchases in|a doliar level of oytlays 15% or! 


more under 1948 would not be 
unexpected. 


Private nonresidential contracts | 
have been holding up better than) 
the residential contracts in recent | 


months. Nevertheless, the dollar 
volume of total private building 
and construction in 1949 may be 
10 to 15% below last year. Even 
if public construction should in- 
crease by $1 billion, total con- 
struction may be $0.5 billion to 
$1.0 billion less than in 1948, 


Plant and Equipment Spending 


In the case of spending on busi- 
ness plant and equipment, it also 
appears that the peak was reached 
in 1948 and that the trend is 
downward. A year ago, business 
prospects were generally favor- 
able, the outlook was for stable or 
even higher prices, corporate 


| profits were rising, and tax in- 


creases appeared remote, 
At present, the business out- 


look is clouded and the price situ- | 


ation is uncertain. Business costs 
are high and inflexible and break- 
even points have risen substantial 
ly. Hence, corporate profits ap- 
pear fairly vulnerable to even 
modest reductions in prices and 
in business activity. Historically, 
there is a high correlation between 
corporate profits and plant and 
equipment expenditures. Further- 


|} more, business managements that 


have postponed projects as the 
result of high costs may well de- 
cide to hold off in the hope of yet 
lower construction costs. 

The latest SEC and Commerce 
Department survey of anticipated 
outlays on plant and equipment 
confirms the general impressions 
received from the financial press 
and business managements, name- 
ly, that in most of the principa! 
categories of business, plant and 


equipment expenditures are over | 


the peak. ‘The major exceptions 
are the electric and gas compa- 


| nies. 


This survey indicates a decline 
in outlays by about 5% in 1949, 
compared with last year. Expen- 
ditures during the first half of 
1949 are estimated at 5% above 
the corresponding period of last 


year, but are probably below the. 


rate of the latter half of 1948 
on a seasonally adjusted basis. For 
the second half of this year, a de- 
cline of about 14% under the rate 
in the second half of last year is 
indicated. 

Some question may be raised as 
to the reliability of this forecast 
for the second half of the year. 


iIn a similar survey made a year 


ago, the estimate for the latter 


half of 1948 later proved signifi-| 
‘cantly below the actual result, and 


if this experience should repeat it- 
self, expenditures in 1949 would 
equal last year’s record level. 
in 


stili up while at present it is down. 
There is some reason for believing 


|that surveys of the type underly- 


ing these estimates understate an- 


| ticipated expenditures when they 


are rising and overstate them 
when the trend is reversed. 

On balance, after taiking all 
considerations into account. it ap- 
pears reasonable to estimate ex- 
penditures on plant and equip- 
ment for 1949 as a whole at about 
5% to 10% below last year, but 
with the second half of the year 
as much as 15% to 20% under the 
results of the second half of 1948. 


Government Spending 
Government expenditures for 
goods and services have been in a 


'rising trend since early 1947; the 


increase was particularly rapid in 
1948. Expenditures by State and 
local governments are unques- 


'tionably due for further sharp in- 


creases, and the same may be true 
of Federal spending in the long 
run. However, a large part of the 
increase projected in the rate of 
Federal spending over the near 
term has already occurred. In 


fact, unless the dividend on Na- 
tional Service Life Insurance igs 
paid, the rate of spending by the 
Federal Government is not likely 
to be significantly greater in the 
last quarter of 1949 than it wag 
in the last quarter of 1948. Based 
on these expectations, the rate of 
government spending would not 
increase sufficiently to offset the 
declines anticipated in other typeg 
of outlays. 

Another measure of the impact 
of the Federal budget on the 
economy is the net cash income er 
outgo of the Treasury. In the 
fiscal year ended last June, the 


net cash income was $9 billion, 


Since then, spending has risen 
and tax receipts have declined, 
Consequently, the net cash income 
in the current fiscal year is likely 
to be only about $2 billion. Given 
further declines in prices, employ- 
ment, and business, the outlook ig 
for a net cash outgo of possibly 
as much as 4 billion or more in 
the fiscal year ending June, 195Q@ 
However, at least during the ba]- 
ance of calendar year 1949, the 
collection of taxes based on the 
high incomes of 1948 will help 
maintain cash receipts. Hence, 
the net cash outgo is not likely 
to be very significant until after 
the first quarter of calendar year 
1950, and the effects on the econ- 
omy, are not likely to make 
themselves felt until well in 1950, 

These estimates anticipate that 
expenditures for the support of 
agricultural commodities wil) be 
significantly higher than the esti- 
mates in the Budget Message, and 
that withdrawals by States for 
unemployment paymer-ts are like- 
ly to increase. It is assumed, 
however, that no additional large 
spending programs will be imple- 


mented and that Congress will 
take no action on taxes in the 
current session. The prospects 


for government spending during 
the balance of this year are net 
likely to be changed materially 
by new legislation, unless the in- 
ternational situation should bring 
yet further complications. Such 
a contingency, with an accom- 
panying large increase in arma- 


ments, would substantially alter 
both budget and business pros- 
pects. 


The Outlook 

Indications of an impending de- 
cline in the rate of business ace 
tivity have appeared on several 
occasions in this long postwar 
boom. In no case, however, has 
the adjustment process affected a 
sufficiently large segment of the 
economy at one time to bring 
about a downturn in the aggre- 
gate volume of business. In the 
months ahead, we are not likely 
to be so fortunate. The change in 
the price outlook, the satisfaction 
of the most urgent accumulated 
demands, and increasing supplies 
of goods indicate the prospect of 
readjustments. Private spending 
has passed its peak and govern- 
ment spending is not likely to rise 
appreciably in the near future. 

Some reliance is being placed 
on the coming of Spring to pro- 
vide a cushion against a signifi- 
cant decline in business in the 
immediate future, It is likely that 
the upturn in construction activi- 
ties and outdoor work, and the 
normal seasonal rise in purchases 
of larger appliances, automobiles, 
and farm equipment will provide 
some support to the economy 
during the next few months. How- 
ever, there evidence that the 


is 


| seasonal rise is not, as yet, meas- 


uring up to expectations. 

In any event, a seasonal upturn 
in buying will not remove the 
basic problem with which the 
economy is confronted, namely, to 
adjust production and prices of a 
wide variety of goods to levels 
that can be sustained, now that 
much of the accumulated demand 
has been satisfied. Once the cur- 
rent seasonal output has spent its 
force, some of the heavy indus- 
tries that have been producing at 
capacity may have to contract op- 
erations. At that time, business 

(Continued on page 42) 
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duced, consumer spending, private 


conditions may take a further and | Construction,-and plant and equip- 


perhaps more serious downturn. 

This diagnosis leads to some 
further questions. How substan- 
tial is the drop likely to be? How 
long may one reasonably expect 
it to last? And, finally, what ex- 
pectations should be attached to 
government policies designed to 
reduce the severity of the business 
downturn? 


Extent of the Decline 


Regarding the probable magni- 
tude of the decline, it is worth 
recalling, by way of rough bench- 
marks, that in the depressions of 
1920-21 and 1937-38, the Federal 


Reserve index of industrial pro- | 


duction declined by about one- 
third. In the moderate cepres- 
sion of 1923-24, industrial produc- 
tion declined by a little more than 
15%. At the time, this was re- 
garded as a fairly modest cyclical 
downturn. 

The current outlook is for a 
more or less gradual downward 
movement in activity rather than 


for a sharp reduction of crisis or | 


collapse proportions. Credit has 
not been widely used for specula- 
‘tive purposes. The stock market 
is largely on a cash basis and most 
stock prices have not shared in 
the postwar inflation. The bank- 
ing system is in good condition, 
with large holdings of govern- 
ment obligations widely  dis- 
tributed. It would be expecting 
too much to assume that no bank- 
er will become jittery and put 
borrowers under pressure, but the 
banking situation does not por- 
tend a drastic deflationary policy, 
and money market and reserve 
positions will be kept easy. A 
large part of bank loans consists 
of term, real estate, and consumer 
loans with stated maturities, and 
cannot be called on demand. 

The declines in agricultural 
prices and incomes will be miti- 
gated by government price sup- 
port operations and by the pros- 
pect that exports of agricultural 
products will continue large for 
this year at least. Unemploy- 
ment and other welfare plans, 
while they cannot keep the econ- 
omy at high-pressure operations, 
will nevertheless provide some 
cushion against a severe decline 
in buying power. Due to in- 
creased public construction, the 
aggregate volume of construction 
during the year will still be high. 
Although government spending is 
not likely to rise appreciably dur- 
ing the balance of this year, the 
large Treasury surpluses are be- 
hind us, and fiscal operations will 
no longer tend to contract the 
money supply. 

Taking all these factors into ac- 
count, one may eonclude that a 
decline in the rate of industrial 
production by as much as 15% to 
20% from peak postwar levels 
would not be an unreasonable ex- 
pectation. Measured in terms of 
the Federal Reserve index this 
would mean a low point in the 
neighborhood of 155 to 165, 
which would still be 55% to 65% 
above the 1935-39 average. 


Duration of the Decline 


Regarding the duration of the 
prospective downturn in business, 
there are two major possibilities. 
The optimistic view is that the 
timing of business adjustments 
will not be too different from 
those which prevailed in the 


twenties. On this basis, price and 
production corrections of the 
character now anticipated are_ 


likely to require about a year. 
Provided corrective forces are al- 
lowed to work themselves out 
without too much molestation or 
hindrance, the low point in busi- 
ness activity might be reached 
sometime in the first half of 1950, 
and might be followed by a re- 
covery of considerable propor- 
tions. 

This point 


of view assumes 


that once prices have been re-, 





| penditures on 


'the direction of lower 


| ment outlays will again move up- 
ward. Such a view is not un- 
reasonable. The demand for auto- 


mobiles, television sets, and larger | 


household appliances is far from 
satiated. Our housing is in need 
of substantial improvement. Ex- 
plant and equip- 
ment, even at the peak levels of 


1948, were not excessive, if 
measured against gross national 


product, or if adjusted for popula- 
tion and price changes, or if re- 
lated to consumer expenditures. 
Our industrial plant could still 
use substantial improvement, and 
high wage costs provide a con- 
tinuing incentive for the installa- 
tion of modern machinery. 

The pessimistic view on the 
duration of the downturn in busi- 
ness is that instead of a_ short 
period of price and production 
adjustment followed by a re- 


| covery, we are likely to experi- 


movement in 
business 
activity. This point of view lays 
emphasis on the practical diffi- 
culties involved in achieving a 
sustained high level of private 
spending on heavy goods. Cost 
and price reductions may not be 
sufficient to maintain a high level 
of private housing and construc- 
tion. Debt money for capital ex- 
pansion is available on fairly 
liberal terms to first name com- 
panies, but financing conditions 
are not favorable for those of 
lesser stature. Yet it is increas- 
ingly difficult for a small com- 
pany to grow. Corporate tax rates 
are three times as high as they 
were in the decade of business 
expansion in the twenties, and the 
prospect is that they may go even 
higher. Progressive income taxes 
and estate and gift taxes have 
made difficult the accumulation 
of private capital, and together 
with restrictive supervision of the 
securities markets, tend to dis- 
courage investments in equity 
capital. Regulation of business by 
government has been expanded 
both in scope and in effectiveness. 
The economic probiem of achiev- 
ing recovery thus becomes com- 
plicated by the introduction of 
political considerations of various 
kinds. 

In sum, unless adequate incen- 
tives can be provided for the 
continuing investment of private 
capital, it is by no means assured 
that a drop in business activity 
will be short and relatively pain- 
less, to be followed by prompt 
and sustained recovery. 


ence a protracted 


The Role of Government Policy 


A final question is whether the 
great imponderable of government 


| policy may defeat all attempts at) 


economic prognostication. The 
significance of government action 
in the economic sphere should not 
be minimized; the very magnitude 
of the budget prevents such an 
oversight. Nevertheless, it would 
be unwise to overestimate the ef- 
fectiveness, in the snort run, of 
government intervention designed 
to prevent business downturn. De- 
lays are encountered in analyzing 
the economic outlook; there is the 
real possibility that the forecasts 
of the character or timing of eco- 
nomie movements will be conflict- 
ing or im error. In addition, time 
is required to formulate a pro- 
gram and to obtain necessary 
Congressional appropriations. 
Even when a course of action is 
finally agreed upon, further prob- 
lems and delays in execution are 
inevitable. 

All this suggests that unless 
government is committed to con- 
tinuous inflation, it cannot ef- 


fectively foresee and cope with | 


changes in a dynamic economy. In 
fact, there is real danger that the 
lags in government action may 
accentuate the booms, with all 
their attendant problems, without 
being able to counteract fully and 
effectively a downturn in busi- 


| which 


ness. Thus, the spending plans 
conceived to deal with a recession 
or depression may become effec- 
tive about the time that business 
activity is rising. 

In addition to these difficulties, 
there are more fundamental prob- 
lems. May not government inter- 
vention actually prevent some of 
the adjustments which are neces- 
sary and desirable if the private 
economy is to work satisfactorily? 
At what point in the adjustment 
process should government step 
in, and what form of intervention 
should be used? Not all govern- 
ment measures, unfortunately, are 
designed to encourage private 
capital outlays. On the contrary, 
government policy, especially in 
periods of less favorable business, 
trequently contains inconsisten- 
cies. 
the stimulating effects of govern- 
ment expenditures were largely 
dissipated by other policies, po-’ 
litically conceived, which ad- 
versely affected business capital. 
outlays. Government economists’ 


In the thirties, for example, $2.4 billion. 


International Financial Problems 


important goods, namely, 
stuffs, textile products, 


ropean countries has increased so 





same time our imports of 
chinery, motor cars, 
products rose by $300 million. 
'Moreover, the rehabilitation of the 


tions brought about a decline in| 


| merchant marine of seafaring na-| 


|; our net revenue from transporta- | 


| tion from $1 billion in 1947 to 


| less than $500 million in 1948. Al-| 


we find that at least 
or almost one-half of 
‘the total decline in our export 
|surplus, can be traced directly to 
the success of our assistance to 
Western Europe. 
Increased production 


| together, 


in Can- 


rightly stress the need for con.|#4a, Latin America and the Mid- 


equipment spending by business. 
Yet, at the same time, they fre- 
quently recommend higher taxa- 
tion of corporate profits which are 
the basis for financing these 
necessary capital outlays. 

It would be highly desirable if 
economists would devote more 
thought to the practicai problems 
of establishing an environment 
conducive to a_ sustained high 
level of private capital invest- 
ment. Greater familiarity with 
the point of view and the day-to- 
day problems of business man- 
agement would be very helpful. 


Validity of Forecasts 


In conclusion, some comment 
appears appropriate regarding the 
reliability to be attached to fore- 
casts of this nature. The abun- 
dance of statistical information 
has given us somewhat greater 
insight into the condition of the 
economy. Against this, however, 
stands the fact that businessmen 
and consumers are motivated in 
large part by psychological forces 
which cannot be predicted with 
confidence. Furthermore, the ad- 
vantages gained from the large 
mass of statistics are perhaps 


more than offset by the growing | 


importance of political and other 
influences which may affect the 
economy in decisive fashion but 
which themselves escape meas- 
urement. 


Consequently, prognostications 


/even as general as those just at- 
tempted may prove to be wide of | 


the mark. An international crisis 
would require substantial 


visions in many of these judg- | 


ments and points of view. If Con- 


gress should adopt an anti-busi- | 


ness program, a more serious and 
protracted decline in private con- 


struction and equipment programs | 


might well develop. Badly con- 
ceived or poorly executed govern- 
ment policies could prolong the 
adjustment process and stifle the 
normal recuperative powers in the 
economy. Unwillingness of busi- 
ness management to reduce prices 
or of labor to raise productivity 
would have similar effects. Per- 
haps our greatest danger is that in 
our preoccupation with achieving 
stability, security, and the laud- 
able objectives of the welfare 
state, we create an environment 
in which the economy as present- 
ly organized may not be able to 
provide the rising production 
underlies 


standard of life. 





Lewis Company Opens 


ces at 315 West 106th Street, New 
York City, under the firm name 
of Lewis Company. 


| sizable 


re- | 


an advancing | 


volume of output in the United 
States, was responsible for the 
rise in our imports of 
raw materials—like oil, metal ores 
and metals, textile fibers, lumber 
and wood pulp, meat, coffee, 
cocoa, tea and other semi-luxury 
foodstuffs. The increase in these 
imports amounted to about $1 bil- 


lion, or one-fifth of the decline in' 
our export surplus. The improve-. 


ment in the international eco- 
nomic situation is, therefore, 
sponsible for about 70% 


drop in our 1948 export surplus. 


The remaining 30% of the de- 
cline in the export surplus, how- 


Of Our Economy 


(Continued from page 13) 
a consequence, production of five, the United States. 
food-| $5.1 biilion, only about 20% _ less 
ships, | than in 1947, was covered by Gov- 
motor cars, and coal in these Eu-;| ernment loans and grants and by 


Not less than 


advances by the _ International 


much that our exports of these| Monetary Fund and the Interna- 
goods declined by a total of more) tional 
than $1.6 billion in 1948. At the! and Development. 
ma-| $600 
and textile | 


Reconstruction 
An additional 
million, or about the same 
amount as in 1947, was finaneed 
by private remittances, occasioned 
mainly by the continuing sorry 
plight of the European relatives 
and friends of our citizens... Pri- 
vate capital invested abroad to- 
taled $900 million (net), a small 
increase over 1947. Sales of gold 
to the United States amounted to 
$1.5 a billion, or almost 50% less 
than in 1947. This decline prob- 
ably reflects the heavy liquida- 
tion of fereign gold holdings prior 
to 1948. Sales of gold in 1948 were 
largely offset by an increase in 
foreign holdings of short-term as- 


Bank for 


tinuing high levels of plant and “le East, together with the large | sets in this country. 


Prospective Changes in Expert 
Surplus 


From the point of view of our 
international relations, the de- 
cline in our export surplus is 
welcome, especially insotar as it 
indicates progress of rehabilita- 
tion abroad. In 1948, when infla- 
tionary pressures still prevailed 
in this country, it was also wel- 


|'come from the point of view of 


re-| 
of the) 


ever, may be ascribed mainly to) 
effects of the war that have not) 


yet been completely overcome. 
The continuing poverty of a large 
part of the world is reflected in 
the so-called dollar’ shortage, 
namely, the progressive exhaus- 
tion of dollar reserves of most 
foreign countries. For instance, 
this shortage holds down our ex- 
ports of industrial and electrical 
machinery although virtually all 


'countries are still badly in need of | 


| further modernization and expan- 
sion of their capital equipment. 
In fact, the entire output of such 
machinery in all industrial 
tions could not satisfy the over-all 
demand if the purchasing power 
of foreign countries were equal to 
their needs. 

In particular, the decline of 
more than $700 million in our ex- 
ports to Latin America probably 
was due to the depletion of their 
dollar resources during the early 


postwar years rather than to a 
/reduction in their need for our 
' products. Countries like Vene- 


zuela which still had ample dol- 
|lar reserves have actually in- 
creased their purchases in this 
country. A decline of $400 mil- 


Nna-} 


our domestic financial policy. An 
export surplus is financed—apart 
from private relief contributions 
either out of U. S. Government 
funds, private extension of credit, 
or an inflow of gold. All three 
methods have inflationary effects. 
The largest international expendi- 
ture — Government grants and 
loans—made it more difficult to 
achieve a budget surplus of de- 
cisive anti-inflationary propor- 
tions. Credits extended to finance 
purchases by foreigners contri- 
buted to further expansion in the 
volume of our money. Gold in- 
flow provided additional bank re- 
serves which could become the 
basis of qa multiple expansion of 
credit. 

A further decline in our export 
surplus however, might have less 
desirable consequences if down- 
ward pressures developed in the 
domestic economy. When domestic 
demand contracts, a strong for- 
eign demand is beneficial because 
it provides a market for goods. 

It has been argued, by oppo- 
nents of the joint program ot Eu- 
ropean reconstruction, that our 
aid was intended less to help 
Western Europe than to benefit 
our own economy by opening 
otherwise unavailable markets for 
our goods and services. This con- 
tention does less than justice both 
to our motivation and to the ac- 





lion in our exports to the sterling | tual situation in 1948. In that year 


area outside of Europe, while in| domestic demand could have ab- 


with our prohibition of exports of 





million. 


strategic materials to the area, omies. 
dominated by the Soviet Unien,|eign countries for additional goods 
resulted in a drop in our exports! and services are so immence that 
to Eastern Europe of about $300| they could not be satisfied for a 
Continued strife in tne| long time to come by the output 
Far East reduced our exports to|of their rehabilitated productive 
that area by about $200 million.! systems and all our aid combimed, 


These deveolpments account in|! 


part attributable to the recovery! sorbed virtually all our exported 
of the United Kingdom, was in, products, and the export surplus 
part due to the “dollar shortage.) was a drain upon our economy. 

Another part of the decrease in| Moreover, the possibility that we 
our exports can be attributed to| might benefit in the future from 
the unsettled political situation in| increased sales abroad would not 
the countries bordering on the! mean that foreign countries would 
Soviet Union and in the Far East.| be harmed by them: our aid—wun- 
The unwillingness to remain de-| less grossly mismanaged—would 
pendent upon the West, coupled in any case continue to be a posi- 


tive contribution to foreign econ- 
In fact, the needs of for- 


Our assistance to foreign coun- 


the main for the sharp decline in| tries could harm their economies 
| 1948 in our export surplus. They) only if we insisted on exporting 


ward more stable economic con- 
ditions. In the financing of the ex- 
port surplus, however, we con- 
tinue to find evidence of the de- 
| cisive role of the aid given by 


Samuel P. Lewis will engage in| indicate substantial progress to-| goods that would compete with 


the securities business from offi- | 


‘their industries and if these na- 
‘tions were unable to shift their 
production to other, more advan- 
tageous activities. Actually, our 
aid consists overwhelmingly of 
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foodstufis, raw materials, and 
capital equipment and the most! 
biased protectionist could not 
truthfully maintain that such 


shipments diminished the oppor- 
tunities for employment in the 
recipient countries. On the con- 
trary, they make it possible for 
these countries to increase em- 
ployment, production, and con- 
sumption at the same time. 


In anv case, our export surplus 


prgbabiv will not decline as rap-| 


idly trom 1948 to 1949 as it did be- 
tween 1947 and 1948. We may 
hope that imports will continue to 
increase, both because of large 
demand at home and because of 
increased supply abroad. We also 
can expect exports of a number 
of commodities to decline further. 
Our toreign responsibilities, how- 
ever, will make it ‘necessary for 
us lor some time to come to ship 
a certain amount of “unrequited” 
exporis—that is, exports not paid 
for by imports. 

The first of these 
ities concerns the areas occupied 
by our armed forces. In 1948, con- 
trary to the general trend our ex- 
ports to Germany, Austria, and 
Korea were considerably larger 
than in. 1947. While it is hoped 
that no further rise in aid will 
become necessary, it would be 
unrealistic to count upon too rapid 


a decline in the needs of these 
countries. ° 
The seeond responsibility re- 


lates to countries threatened by 
foreign aggression. In 1948, that 
responsibility resulted in in- 
creased exports to Greece 
Turkey. Under the North Atlantic 
Pact, further increases may be 
necessary to enable the European 
members to fulfill their treaty ob- 
ligations. 

A third responsibility exists in 
respect to eountries which have 
entered into long-term plans for 


~ reconstruction and development in 


connection with the European Re- 
construction Program. It would 
be wasteful, as well as contrary 
to our economic and political in- 
terests, to leave that work unfin- 
ished by reducing our assistance 
below the amount required by the 
participating nations at their cur- 
rent state of recovery. We have 
just -started to deliver capital 
goods rather than foodstuffs, and 
a decline in domestic demand for 
capital goods may make possible 
an increase in deliveries without 
deprivation of our own indastry. 

A fourth responsibility may 
arise in connection with our new 
prograin of technical assistance to 
undeveloped areas. While this 
project does not contemplate sub- 
stantial shipments immediately, it 
probably will lead eventually to 
a greater demand for capital 
goods. Such a development would 
be most beneficial to our own 
economy if it were timed so that 
increased demand for undeveloped 
areas would coincide with declin- 
ing needs of the Western Euro- 
pean countries. 

These considerations do not 
imply, however, that we should 
artificially create an export sur- 
warranted by the needs 
recipient nations in order 


plus not 
of the 
to provide markets for our goods. 
Even if drastic anti-deflationary 
actions should become necessary 
here, the government would have 
opportunity to take 
measures that would 
incomes and expenditures 
among the low-income groups. 
Moreover, the sums involved in 
any prospective export surplus 
probably would not be large 
enough to be decisive in anti-de- 
flationary poiicy. 


ample 
mestic ex- 


pand 


Outlook For Foreign Trade 
A healthy international 
nomic system requires equilibrium 
balance of international 


eco- 


in our 


payments, apart from those com-! 


sent to foreign nations 


modities 


‘tually lead to hardship, Even in 
do- | 


.,:, | selling goo in the m dvan- 
responsibil- g goods the most adva 


and | 


' wool, wood pulp, copper and tin, 


'eign trade. An example will illus- 


as relief. Equilibrium does not 
mean equality of exports and im- 
ports but rather equality of our 
export surplus—apart from the re- | 
lief shipments just mentioned — 
and the amount of our voluntary | 
foreign investment. 

Such an equilibrium, however, | 
would not restore satisfactory in- 
ternational reiations unless it ac- | 
companied a high and expanding | 
level of world trade. Equilibrium | 
as such could be achieved any. day | 
by cutting out government grants | 
and loans and permitting trade to) 
decline to the low levels of .the 
depression years. However, prog- | 
ress in rehabiiitation of war-dev- | 
astated areas and in development | 
of backward areas would be| 
halted, our exports would drop | 
violently, and our imports from | 
these areas could not increase fur- 


ther. This would mean that for- 
eign countries as well as- the; 


United States would have to fore- | 
go the benefits of buying and 


tageous markets. 

At a high level of world trade, 
however, equilibrium would be} 
reached not so much by reducing 
exports as by increasing imports. 
Such a development would bene- 
fit all parties by making it pos- 
sible for them to enjoy fully the 
fruits of the international division 
of labor. 

Consumers ‘generally welcome 
the added quantities of goods and 
services that become available for 
domestic consumption through an 





increase in imports. Producers, 
however, frequently favor addi- 
tional imports only if they are 


confined to raw materials or other 
producers’ goods or to such con- 
sumers’ goods as do not compete 
with domestic products. It so hap- 
pens that the greater part of our 
imporis is of that type. In 1948 our 
largest import items were indus- 
trial materiais like oil, rubber, 


and foodstuffs like coffee, cane 
sugar, and cocoa; these nine com- 
modities. alone accounted for 
about 40% of our entire trade. If 
we maintain our high level of 
economic activity, we can prob- 
ably absorb ever-increasing.quan- 
tities of the commodities that 
preducers favor, including high- | 
quality goods which could be 
manufactured at home only at 
prohibitive costs because of the) 
large amount of highly specialized 
labor necessary for their produc- | 
tion. 

It is unlikely, however, that we 
can maintain a high level of trade 
by importing only those commod- 
ities and services which do not 
compete with domestic products. | 
In fact, progress in synthetic pro- 
duction has reduced our demand 
for some raw materials, especially 
silk and rubber, which before the 
war formed a large part of our 
imports. We must face the fact 
that our imports will also have to} 
include some consumers’ goods} 
which could be produced domes- 
ticalivy but which are produced 
at greater advantage abroad. 


An increase in such imports 
will, of course, be resisted by | 
competing domestic producers. | 


The resistance will be come more 
stubborn as the comparative ad- 
vantage of the foreign exporter | 
increases. In some cases, an in- 
crease in such imports might ac- 


those cases, however, the effect 
upon individual industries would 
not be more drastic and the over- 
all effects on the economies 
abroad and at home less severe 
than the damage that would re- 
sult from failure to maximize for- 


trate the point. 

If we were to reach equilibrium | 
by reducing exports to the 1948) 
level of imports, our export indus- 
tries would have to curtail sales | 
by about $6 billion; if, however, 
we were to reach equilibrium by | 


raising imports to the 1948 level! divergent interests and substitute | omy. 


, used the 


billion, or almost 70% below 1948, 


'terwar period, when we believed | 


|jtself since our 


of exports, domestic industries 
would have to curtail sales by the 
same amount. In both cases, it is 
assumed for simplicity’s sake, that 
other domestic sales and purchases 
would remain unchanged. If we 
method of cutting ex- 
ports, it would hit those produc- 


'ers that have proved to be more 


efficient than their foreign com- 
petitors. However, the method of | 
cutting sales of domestic goods 
competing with imports from) 
abroad would curb those enter- 
prises that are less efficient than 
ioreign producers. From the point 
of view both of the world econ- 
omy and of the domestic con- 
sumer, the second solution would 
be far preferable to the first. 


When Equilibrium Will Be 
Reached 

If we may hazard a forecast on | 
the basis of past experience, we | 
may expect equilibrium to be) 
reached after the end of the Euro- | 
pean Recovery Program period, at | 
a point somewhat in between the 
two extremes posed by our illus- 
tration. Unless our economy 
should suffer serious recession, a 
level of imports (including ser- 
vices) of 10 to 20% above 1948 
would seem feasible. Since the 
bulk of these imports would be} 
in the fields of crude materials, | 
producers’ goods, and other com- 
modities and services which do 
not compete with domestic prod- 
ucts, such an increase would not 
involve appreciable hardship for 
domestic producers. At the same) 
time, the recovery of the rest of | 
the world would make an U. S. 
export level of 10 to 20% below 
1948 seem attainable. The result- 
export surpius of about $2 





ing 


probably could be covered by pri- | 
vate investments alone, or even 
more easily by investments plus 
moderate relief contributions. 
Such a level of foreign trade | 
would represent about the same} 
proportion of our gross national 


| product as in 1947, but a some-| 
| 


what lower ratio than prevailed 
either before the first world war | 
or during the interwar period. 
The hope for achieving such a 
balance.is based primarily upon 
the expectation that we shall not 
repeat the mistake cf the last in- 


we could expand exports and at) 
the same time restrict imports. 
Past experience—that in the long 
run foreigners can buy from us 
only as much as we permit them | 
to sell to us—is already repeating | 
exports every- 
where are restricted by the so- 
caHed dollar scarcity. 
Fortunately, the main trading 
nations of the world are ready to 
join with us in an international 
program which would help us ex- 
pand foreign trade to maximum 
volume. The regional commissions 
set up by the United Nations for 
Europe, Latin America, the Near 








| East, and the Fag East, as well 


as the Pan-American Union and | 
the Organization for European | 
Economic Organization, are all} 
working toward this end. In ad-| 
dition, the International Bank for | 
Reconstruction and Development 
has started to grant credits to un- 
developed nations, which will en- 
able them to expand their pro- 
duction and to participate more | 
actively in international com- 
merce. The International Mone- 
tary Fund is tackling the problem 
of adjusting unrealistic exchange 
rates so that the main trading na- 
tions can gradually lift some of 
their most irksome exchange re-| 
strictions. Finally, the proposed | 
International Trade Organization | 
should become.an important forum | 
in which nations operating at dif-| 
ferent stages of economic maturity | 
and struggling with varying prob- | 
lems of balance-of-payments dis- 
equilibrium can reconcile their} 


| A few 


/as popular as it was four or five 


|This included everyone who lives | e Si ‘ 
end generally in inventory policy. 


No Cause for Gloom Regarding 
The Outlook for Business 


(Continued from first page) 


rather severe but over the whole 
country not alarming. 

Ever since this change began to 
happen we have been engulfed | 


| 


|in a flood of confusing comment. | 


Some people are very pessimistic. | 
try wrongly to maintain 
that nothing significant is hap- | 
pening to us. A few even think | 
that inflation will soon start up| 
again, although that view is not 


months ago. 


What happens to business in the | 


| months ahead will be influenced | 


a good deal by the way each of us | 
looks at the situation. My own | 
opinion is that as businessmen we 
have run into a real change in| 
conditions, but that there is little | 
valid reason to complain about it. | 
Looked at one way, it may seem | 
to be for the worse, but in other 
ways it is surely for the better. 
During the boom many things 
were wrong. Prices were out of 
sight, and everyone whose income | 
‘tagged suffered from the inflation. | 


| 
| 





largely on fixed income, or on! 
interest or rents or dividends, and 
it included everyone whose salary 
did not keep up with the cost of 
living. This takes in a lot of white | 
collar people. These people were 
the victims of inflation. It is not 
cnly just that they should get | 
some relief; it is also necessary | 
for the national welfare, for they | 
have been priced out of the mar- 
kets and their buying power can 
be restored only by getting prices 
down. 

Businessmen also had_ their 
troubles during the boom. Manu- 
facturers have been troubled by 
scarcities of materials, by poor 
quality, by gray 
by inefficient work in their fac- 
tories. They have taken great iii- 
ventory risks, and although profits 





‘looked large they were the kind 


which might disappear overnight, 


and which in any case were swal- | 


lowed up by higher prices for ma- 


terials and for bricks and mortar | 
and machinery. When we feel like | 


complaining we might stop to 
think that conditions are turning | 
better in these respects. The op- | 
portunity is here to get the pro- | 
ductive machine tightened up, to 
do business in a more orderly | 


way, and to get a better day’s| 
work for today’s high pay. | 
Inflation always brings illu-| 


sions, but it is no real benefit to | 


‘live under illusions. This country | 


had an abnormal volume of busi- | 
ness for a time, but realistic | 
people knew it was abnormal be- | 
cooperation for international eco- | 
nomic warfare. 

All these organizations, how- 
ever, can work successfully only | 
if we solve our own international | 
economic problems in a manner |} 
designed to expand rather than to | 
restrict commerce. Our economy, | 
which has become the _ largest 
source of international supplies | 
of goods and services, cannot es- | 
cape being at the same time the 
most important international mar- | 
ket. Neither regional organiza- | 
tions, nor adjustment of exchange | 
rates, nor prohibition of unfair | 
exchange and trade practices can 


restore equilibrium in_ interna- 
tional economic relations if we 


abruptly cease to make our fi- 
nancial resources available to our | 
customers or exclude again their | 
goods from our territory. It is| 
fortunate indeed that a credit and | 
trade policy aimed at interna- 
tional cooperation will also be best 
adapted to meet the future re- 
quirements of our domestic econ- | 


market prices, | 


/ will go 
| other 
, some people are going to get their 
| inventories and commitments and 


| serving 


cause demand was swollen to fill 


|} accumulated scarcities and empty 


pipelines. Now that is over, and 
the job of business is to accommo- 
date itself to a lower volume and 
price level. The general welfare 
is.not going to be hurt, but helped, 
by a return of competition which 
will make people work harder. 
For the result will be that goods 
will be turned out better and 
cheaper, and that is the way this 


| country has grown. 


If employers and workers keep 
this change in the right perspec- 
tive and buckle down to the new 
problems, which after all are only 
the old problems reappearing I 
have confidence in the outlook. 
There are fortunately some good 
reasons for believing that the 
slide may not go too far, and that 


| stabilization may be achieved on 


a fairly high rather than a de- 
pressingly low level of production 
and employment. Among these 
reasons are tne caution that has 
ruled in banking and finance, in 
the speculative security markets, 


People have huge savings, includ- . 
ing $52 billions of redeemable 
U. S. Savings Bonds, which sup- 
port their current buying power. 
Their financial position is strong. 
Farmers, for example, have the 
lowest ratios of debt to assets in 
their history. There is no strain 
in the money position, nothing 
like the 6 and 7% rediscount rates 
'of 1920. There is also an unshrink- 
|ing segment of demand repre- 
|sented by government expendi- 
| tures for construction, defence, 
ECA, and other purposes. Finally, 
income payments are supported 
| by unemployment compensation 
_and farm price supports. 

While we cannot and should not 
| expect to keep on doing the vol- 
| ume of 1947 and 1948, there are 
| thus many reasons for thinking 
| that business will not go down too 
| far, and that prices can be brought 
'down some and man-hour output 
raised without too much costly 
liquidation and financial loss. A 
| good deal of adjustment already 
has been made in some lines 
without many people being hurt 
much. Some of the people who 
lack the experience or capital to 
do business under the new condi- 
tions will fall by the wayside, but 
that is always happening in a free 
competitive economy — the only 
kind we want. As time goes on 
there will probably be less sup- 
port from steel and heavy goods 
and even automobiles than we 
have now, which suggests that 
our overall production indexes 
somewhat lower. On the 


hand, some industries and 


prices and operations in such 
shape this year that they may 
have a better year in 1950. 

As bankers our responsibilities 
are the same as they always have 
been to scrutinize our own opera- 
tions and our costs, and do the 
most efficient job we can, while 
our customers and our 


communities. We now have the 
benefit of a decrease in reserve 
requirements. We hope that in 


financing over the next year or 


two the Treasury will refund 
some of its maturities with in- 
termediate term bonds, so that 


the banks will have the material 
to maintain a proper maturity 
diversification of their govern- 
ment security portfolios. This is 
not only desirable to supply com- 
mercial banks’ investment needs 
with securities that are suitable 
for them; it is also good debt 
management, to maintain a bal- 
anced proportion of short, inter- 


| mediate and long-term maturities. 
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Securities Now in Registration 





Alabama Gzs Corp. (5/17) 

March 29 filed $6,000,000 first mortgage bonds, series A, 
due 1971. Underwriters—To be determined through com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc., White, Weld & Co., Kidder, Peabody & Co. and 
Stone & Webster Securities Corp. (jointly); The First 
Boston Corp.; Salomon Bros. & Hutzler and Equitable 
Securities Corp. (jointly). Preeeeds—To pay off $4,000,- 
000 234% notes and the balance for construction and 
working capital. Bids—Bids for purchase of bonds will 
be received by company at Room 1130, 90 Broad Street, 
New York, up to 11:30 a.m. (EDT) May 17. 


@ American Hostess, Inc., Akron, Ohio 
May 2 (letter of notification) 2,000 shares ($5 par) com- 
mon and 2,000 shares of 6% preferred. To be sold at par. 
No underwriter. For expansion program. 

American Steel & Pump Corp. 
Sept. 21 filed 200,000 shares ($2 par) convertible class A 
stock. Underwriters—Herrick, Waddell & Reed, Inc. and 
Sills, Minton & Co., Inc. Price—$8 per share. Proceeds 
—To retire indebtedness and for working capital, Fi- 
nancing plan may be revised. 


American Telephone & Telegraph Co. 

April 21 filed between $393,000,000 to $400,000.000 ten- 
year 3's% convertible debentures, due June 20, 1959. 
Ofifering—Oftered for subscription by stockholders of 
record*May 6 at the rate of $100 debenture for each six 
shares of capital stock held at par (flat). Rights expire 
June 20. Underwriting—None. Preceeds—For advances 
to subsidiary and associated companies; for the pur- 
chase of stock offered for subscription by such com- 
panies; for extensions, additions and improvements to 
its own telephone plant; and fer general corporate pur- 
poses. 

Argus, Inc., Ann Arbor, Mich. 

Nov. 1 filed 115,315 shares ($10 par) 515% cumulative 
convertible preferred stock. Offering To be offered 
Initially for sale to stockholders at the rate of one pre- 
ferred stock and purchase warrant for each 3% shares 
of common stock held. With each share of preferred 
purchased company will issue a purchase warrant en- 
titling the holder to buy 80/100 of a share of the com- 
Pany’s ($1 par) common stock on or before Dec. 31, 1950. 
Underwriters—Leason & Co., Inc., and First Securities 
Co., Chicago. Proceeds—For working capital. 

@® Arkansas-Missouri Power Co. 

May 10 tiled $3,150,000 of interim notes, due Dec. 15, 
1951. Notes are convertible after June 15, 1850, into one 
share of preferred and two shares of common for each 
$45 principal amount of notes. Underwriter—The First 
Boston Corp. Preceeds—To pay $700,000 of temporary 
bank loans, to provide $1,000,000 for current general 
corporate purposes and for construction. 

Atkins Popcorn Co., Inc., Wilmington (5/17) 
Apri! 11 (letter of notification) $300,000 5% debenture 
bonds. Price, par. Underwriter—D. F. Bernheimer & 
Co., Inc.. New York. For operating capital. 

Avco Manufacturing Corp., New York 
April 22 filed 387,041 shares ($3 par) common stock. The 
stock is reserved for issuance to officers and supervisory 
executives under the company’s “stock option plan” or 
options assumed by the company upon acquisition of 
the assets of its former subsidiary, American Central 
Manufacturing Cerp. on Nov. 20, 1946. 


Bangor (Me.) Hydro-Electric Co. 

April 22, tiled 4,840 additional shares ($100 par) pre- 
ferred stock and 54,304 shares of common stock (par $15). 
Offering—tThe preferred is to be offered to preferred and 
common stockholders at rate of one new share for each 
20 preferred shares held and one new preferred for each 
80 common shares held. The additional 54,304 shares of 
common steck will be offered to holders of common stock 
at the rate of one share for each four shares held. Dealer 
Manager—Smith, Barney & Co. will head a dealer group. 
Proceeds—!or corpcrate purposes, including capital ex- 
penditures. 


Bradshaw Mining Co., Tonopah, Nev. 
Oct. 8 (letter of notification) 1,500,000 shares (5c par) 
common stock. Price—20 cents per share. Underwriter 
—Batkin & Co., New York. To repair and renovate mine 
of company and to exercise option to purchase processing 
mill and move and erect such mill on the company’s 
property and for working capital. 








Bridgeport (Conn.) Hydraulic Co. (G 6) 
April 26 filed 36,000 shares of common stock (par $20). 
Underwriters—Smith, Ramsey & Co., Gaynor, Clemence 
& Co., Chas. W. Scranton & Co., Hincks Bros. & Co., T. 
W. Watson & Co. Offering—To be offered initially to 
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present stockholders on a 1-for-10 basis. Proceeds—-To 
reduce short-term bank loans. Expected June 6. 


California Life Insurance Co., Oakland, Calif. 
March 18 (letter of notification) 15,000 shares ($5 par) 
class A capital stock. Price—$10 per share. No under- 
writer. To raise additional capital and surplus. 


Carnegie Mines Ltd., Montreal, Canada 
April 27 filed 500,000 shares of common. Priee—60 cents 
per share. Underwriters — Name by amendment. Pro- 
ceeds — For working capital, exploration, development 
and other purposes. 
@® Centennial Turf Club, inc., Denver, Colo. 
May 5 tiled $1.600,600 of 6% sinking fund debentures, 
due Jan. 1, 1965, and 160,000 shares ot Class A ($5 par) 
common. Offering—To be offered in units of $100 of 
debentures and 10 shares of stock at $150 per unit. Un- 
derwriter—Brereton, Rice & Co., Inc., Denver, Colo. 
Proceeds—To build and operate a horse-racing track. 


Chace Industries, Inc., West Chester, Pa. 
March 7 (letter of notification) 68,000 shares of 6% non- 
cumulative preferred stock (par $4) and 68,000 shares of 
common stock (par 10¢). Underwriter—De Witt Invest- 
ment Co., 910 West St., Wilmington, Del. To be offered 
in units of one share of each. Building of factory, install- 
ing machinery, working capital. 

Cincinnati Gas & Electric Co. 

April 15 filed 249,334 common shares (par $8.50). Offer- 
ing—Offered for subscription by stockholders of record 
May 12 in ratio of 1-to-9 at $22 per share. Rights expire 
June 3. Underwriting—None. Proceeds—To finance con- 
struction progran.. 

Clarostat Mfg. Co., Inc., Brooklyn, N. Y. 
Aug. 26 (letter of notification) 37,400 shares of 50¢ 
cumulative convertible preferred stock. Underwriter— 
Cantor, Fitzgerald & Co., Inc., New York. Price—$8 per 
share. Working capital, etc. 

Coleraine Asbestos Co. Ltd., Montreal, Canada 
Aug. 16 filed 200,000 shares of capital stock. Price— 
50 cents per share in Canadian Currency. Underwriter 
—P. E. Frechette. Proceeds—For drilling operations. 


® Columbus Gas System, Inc. (5/24) 

May 6 filed 1,345,300 shares common stock. Offering— 
Holders of 13,452,874 snares of common stock of record 
May 24 will be given rights to subscribe to the new 
shares at the rate of one share for each ten shares held, 
plus additional shares not taken up bv others. Price, 
by amendment. Subscription rights will expire about 
June 14. Underwriting—None, but The First Boston 
Corp. has agreed to use its best efforts to form and 
manage a group ot security dealers to solicit stock- 
holders’ subscriptions for the new shares. Proeeeds— 
Will be added to the general funds to be used in con- 
nection with company’s 1949 construction program, which 
will involve net expenditures presently estimated al 
$61,958,000. 

Consolidated Caribou Silver Mines, Inc., N.Y.C. 
March 30 filed 376,250 shares (no par) common stock. 
Price—$2.50 per share. An additional 500,000 shares will 
be sold to the underwriter at $1 per share for invest- 
ment. Underwriter—William L. Burton & Co., New 
York. Preceeds-—To develop mining properties. Offer- 
ing expected on or about May 27. 

@® Co-Op insurance Co., Phoenix, Ariz. 

May 5 (letter of notification) 50,000 shares ($1 par) 
capital stock. Price, par. Underwriter—Arizona Co- 
operative Association. To provide working capital and 
increase reserve funds. 

® Detroit Edison Co. 

May 4 (letter of notification) 946 shares ($20 par) cap- 
ital stock. Price, at market. Underwriter—Gude, Win- 
mill & Co., New York. Proceeds will be held for pay- 
ment to bearers of scrip certificates. 

Detroit (Mich.) Sulphite Pulp & Paper Co. 
April 1 (letter of notification) 1,000 shares ($10 par) 
common. Price—$15.50. Underwriters—Wm. C. Roney & 
Co. and Ferriss Wagnerg& Miller, Detroit, Mich. Pro- 
ceeds to selling stockholder. 


® Divine Tragedy, Inc., New York 

May 4 (letter of notification) 30,600 shares of cumu- 
lative preferred stock (par $19). Price, par. Under- 
writing—-None. To finance production, etc., of interna- 
tional mctien picture of religious character entitied “The 
Divine Tragedy.’ Office, 31 Nassau Street, New York. 


® Eastern Nebraska Telephone Co. 

Mey 3 (letter of notification) $60,000 of 4% first mort- 
gage bonds, due May 1, 1969. Underwriter—Wachob- 
Bender Corp., Omaha, Neb. For plant acquisitions, debt 
retirement and for additional working capital. Office: 
Blair, Neb. 


® Eureka Silver King Mines Corp., Boise, Idato 
April 18 (letter of notification) 300,000 shares of capital 
stock. Price, 10 cents per share. No underwriter. Quartz 
mining development and production. Oftice: 532 First 
National Bank Building, Boise, Idaho. 


@ Flame Gas Co., Glendive, Moni. 

May 6 (letter of notification) 1,900 shares ($100 par 
common) and 600 shares of 6% preferred ($100 par). 
No underwriter. To construct and operate bulk storage 
tanks, appliance warehouses and bottled gas filling plants 
for propane gas. 


Gauley Mountain Coal Co., New York 
Jan, 19, filed 10,666 shares of capital stock, of which 
1,381 shares will be sold in behalf of the company and 
9,285 shares will be sold by Norgreen Associates Inc. and 


others. Underwriting — None. Proceeds — Company will 
use its proceeds for additional working capital. 
® Georgetown Development Corp., Washington, 


May 4 (letter of notification) 100 shares of common. 
Price—$100 per share. No underwriter. To secure 
operating capital. - 

@ Government Employees Life Insurance Co., 

Washington, D. C. 

May 5 (letter of notification) 200,000 shares ($1 par) 
common. Priee—$1.50 per share. No underwriter, To 
invest in legal investments under Life Insurance Act of 
the District of Columbia. Office, Investment Building, 
Washington, D. C. 


@ Green Lake Beverage Cerp., Wilmington, Del. 
April 27 (letter of notification) 300,000 shares ($1 par) 
class B common. No underwriter. Purchase of equip- 
ment and materials for bottling plant and for ex- 
pansion. 


Heidelberg Sports Enterprises, Inc., 
Pittsburgh, Pa. 
June 25 filed 5,000 shares of class B common stock (par 
$100). Price—$100 per share. Underwriter—None. Pro- 
ceeds—$600,000 to be used for spectator grandstand and 
balance for related purposes, 


® Hokett Vehicuiar Motion Picture Camera, Inc., 
Phoenix, Ariz. 

May 4 (letter of notification) 90,000 shares of common 

stock. Price—$1 per share. No underwriter. For manu- 

facture of motion picture cameras and for operating 

capital. Office, 2322 N. Ninth Street, Phoenix, Ariz. 


Horwood Lake Gold Mines Corp. 
Dec. 27 (letter of notification) 100,000 shares of capital 
stock. Price—$1 per share. Underwriter—Charles W. 
Warshoff & Co., Newark, N. J. For development of 
mining properties. 


Iidaho-Montana Pulp & Paper Co., Polson, Mont. 
Nov. 23 (by amendment) 180,000 shares ($10 par) com- 
mon stock to be offered at $10 per share and 20,020 
shares to be issued in exchange for $170,200 first mort- 
gage bonds. Underwriter—Tom G. Taylor & Co., Mis- 
soula, Mont. Proceeds—To erect and operate a bleached 
sulphate pulp mill with a 200-ton per day capacity. 


international Harvester Co., Chicago, Ill. 
April 29 filed 1,200,000 shares (no par) common. Offer- 
ing—To eligible employees of company and certain em- 
ployees of subsidiaries under its Employees’ Common 
Stock Subscription Plan of 1949. Underwriter — None. 
Proceeds—For general corporate purposes. 


@® Johnson Rubber Co., Middlefield, Ohio 

May 4 (letter of notification) 3,009 shares of preferred 
(par $100). Price, par. No underwriter. Fo: construc- 
tion and general corporate purposes. 


@ Keller Motors Corp., Huntsville, Ala. 

May 10 iiled 5,000,000 shares (3¢ par) common. Under- 
writer—Greentield, Lax & Co., Inc., New York. Price— 
$1 per share. Preeeeds—For plant facilities, equipment 
and working capital te manufacture a_ low-priced, 
medium-sized station wagon. 


® Knitmark, Inc., Princeton, N. J. 

May 6 (letter of notification), 1,750 shares of capital 
stock. Price—$2 per share. Underwriting—None. Manu- 
facturing costs. Office, Kingston Road, Princeton, N. J. 


Las Vegas (Nev.) Thoroughbred Racing Assn. 
Jan. 25 filed 500,000 shares 6% cumulative preferred 
stock (par $5) and 500,000 shares common stock (no par). 
Underwriting—None. Offering—To be sold in units of 
one share of each at $5 per unit. Proceeds—To purchase 
land and construct racing plant and for working capital, 


Link-Belt Co., Chicago, Ill. 
April 18 filed 11,196 shares (no par) common. Offering— 
To be offered to a selected group of officers and em- 
ployees of the company and its subsidiaries. Price—$55 
per share. No underwriter. For working capital. 


Lorain (Ohio) Telephone Co. 
April 11 (letter of notification) 7,500 shares (no par) 
common. Price—$20 each. No underwriter. To reim- 
burse treasury for outlays for property additions. 


Mar-Tex Realization Corp., Dalias, Texas 
April 28 (letter of notification) 35,000 shares of common, 
Price, market. Underwriters—Chas. B. White Co., Hous- 
ton: First Southwest Co. and Rauscher Pierce & Co., 
Dallas. Proceeds go to Benneit L. Wooley, a stockholder. 
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Southern Indiana Gas & Electric Co._____--- Bonds 
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Virginia Electric & Power Co.______________Bonds 
June 7, 1949 

Public Service Electric & Gas Co. __Bonds 
June 27, 1949 

Atlantic Coast Line RR._________Equip. Trust Ctfs. 











Mayflower Co., Salt Lake City, Utah 


March 14 (letter of notification) 100,000 shares (1c par) 
common. Price, 10 cents per share. Underwriter—The 
Cromer Brokerage Co., Salt Lake City. To liquidate 
debts and provide funds for operating expenses. 


® New York State Eleciric & Gas Corp. 
May 9 filed 73,333 shares ($25 par) common. Offering— 
To be offered stockholders on a 1-for-12 basis. Under- 
writers— The First Boston Corp., Lehman Brothers, 
Wertheim & Co. and Merrill Lynch, Pierce, Fenner & 
Beane. Proceeds—To discharge $3,000,000 of presently 
outstanding $4,000,000 of short-term notes and for new 
construction. 
Nielsen Television Corp., New York 

Feb, 24 (letter of notification) 4,000 share of 6% cumula- 
tive non-convertible preferred stock (par $25) and 10,000 
shares of common stock (par 25¢). Underwriter—Charles 
H. Drew & Co., New York. Offering—To be offered in 
units of one preferred share and 24% common shares at 
$25.625 per unit. Capital requirements. Present plans 
will be revised. 

Norma Oil Corp., Seguin, Tex. 
April 25 (letter of not?rfication) 300,000 shares (40¢ par) 
class A stock. Price—$1 per share. Underwriter—Can- 
tor, Fitzgerald & Co., Inc. For drilling oil wells, purchase 
of equipment and leaseholds and for additional working 
capital. 
@® Oklahoma Gas & Electric Co. 
May 5 filed $10,000,000 first mortgage bonds, due June 1, 
1979. Underwriters—Names to be determined through 
competitive bidding. Probable bidders: Merrill Lynch, 
Pierce, Fenner & Beane and White, Weld & Co. (jointly); 
‘The First Boston Corp.; Halsey, Stuart & Co. Inc.; Har- 
riman Ripley & Co. and Union Securities Corp. (jointly); 
Lehman Brothers and Blyth & Co., Inc. Proceeds—For 
construction and payment of $3,500,000 of short-term 
bank loans. 
@® Pay Rock Oil, Inc., Tulsa, Okla. 
May 3 (letter of notification) 900,000 shares of common 
stock. Price, 30 cents per share. Underwriter—Security 
Royalties, Inc. For the repurchase of stock of the cor- 
poration under offer of rescission and for operating ex- 
penses. 
@® Pioneer Finance Co., Detroit, Mich. 


May 2 (letter of notification) 22,654 shares of 6% cumu- 
jJative convertible preferred stock ($10 par) and 135,924 


shares ($1 par) common, reserved for conversion. No 
underwriter. For additional working capital. Office: 


901 National Bank Building, Detroit 26, Mich. 


Power Petroleum Ltd., Toronto Canada 
April 25 filed 1,150,000 shares ($1 par) common of which 
1,000,000 on behalf of company ard 150,600 by New York 
Co., Ltd. Price—50 cents per share. Underwriters— 
‘To be named by amendment. Proceeds—For adminis- 
tration expenses and drilling. 


® Public Finance Service, Inc., Philadelphia 

May 5 (letter of notification), $250,000 6% cumulative 
debentures, dated Dec. 1, 1942. Price, par. Underwriting 
—None. General corporate purposes. Office, 18 West 


Chelten Avenue, Philadelphia 44, Pa. 


@ Public Service Co. of New Hampshire 

May 9 filed 104,804 shares of common stock (par $10). 
Offering—To be offered to stockholders on a one-for- 
eight basis. Unsubscribed shares will be sold to under- 
writers, who also may receive compensation for solicit- 
ing stockholder subscriptions. The company requests 
that the offer and sale of the stock be exempted from 
competitive bidding. New England Public Service Co. 
(parent), holder of 58.88% of the outstanding common 
stock of Public Service will surrender for cancellation 
the warrants evidencing its preemptive right to sub- 
scribe for the additional common stecck to which it is en- 
titled and will not subscribe to any of the new common 
stock. Common stockholders will be entitled to purchase 
shares in excess of their ratable allotment; and holders 
of the company’s preferred stock will be offered a 
similar opportunity to subcribe to the new, unsubscribed 
shares. Proceeds—For construction and repayment of 
short-term bank borrowings. Underwriters—Names by 
amendment. Probable underwriters: Kidder, Peabody 
& Co.; Blyth & Co., Inc. 


© Public Service Co. of Okizhoma 

May § filed 50,000 shares of ($100 par) cumulative pre- 
ferred stock. Underwriters—Names to be determined 
through competitive bidding. Probable bidders include: 
Glore, Forgan & Co. and Smith, Barney & Co. (jointly); 
Harriman Ripley & Co. and Central Republic Co. 
(jointly). Proceeds—To pay the cost of property addi- 
tions and betterments. 


@® Public Service Electric & Gas Co. (6/7) 

May 6 filed $75,060,000 first and refunding mortgage 
bonds, due June 1, 1979. Underwriters—Names to be 
determined by competitive bidding. Probable bidders: 
Morgan Stanley & Co.; Halsey Stuart & Co. Inc.; The 
First Boston Corp.; Kulin, Loeb & Co, and Lehman 
Brothers (jointly). Proceeds—To reimburse, in part, the 
company for past construction expenditures; and to pay 
at maturity $9,475,300 of Hudson County Gas Co. first 
mortgage 5% gold bonds, due Nov. 1, 1949. Bids ex- 
pected to be opened June 7. 


Renaissance Films Distribution, Inc., 
Montreal, Que. 

Oct. 29 filed 40,000 shares (par $25) 5% cumulative 
convertible class B preferred stock and 10,000 shares of 
C stock (no par). Underwriting—None. Offering—Class 
B preferred will be offered at $25 per share with one 
share of class C given as a bonus with each 4 shares of 
class B purchased. Proceeds—To pay balance of current 
liabilities and working capital. 


Robinson Plywood & Timber Co., Everett, 
Washington 

Nov. 17 filed 271,025 shares ($1 par) common stock, of 
which 105,000 shares are to be offered by company, and 
166,025 shares by 15 selling stockholders. Underwriter— 
Blyth & Co., Inc. Proceeds—To company from the sale 
of the 105,000 shares will be added to working capital, 
except about $275,000 may be advanced to a new sub- 
sidiary to be used by it in making part payment of the 
option purchase price of one-half of the stock of Conifer 
Timber Co., Fortson, Wash. Indefinitely postponed. 


@ Rocky Mountain Kennel Club 

May 3 (ietter of notification) 2,000 shares of preferred 
stock (par $100). Price, par. No underwriter. To pur- 
chase track site, build grandstand, kennels, race track 
and club house and for working capital. Office: 511-512 
Carlton Building, Colorado Springs, Colo. 


Shomee Oil Corp., St. Louis, Mo. 
March 28 (letter of notification) 150,000 shares of class A 
common (par $1). Price, par. Underwriter — John R. 
Kauffmann Co., St. Louis, Mo. For working capital. 


@ Sightmaster Corp., New Rochelle, N. Y. (5/13) 
May 9 (letter of notification) 425,940 shares of common 
stock (par 5¢) and options for 107,562 common shares 
(owned by Michael Kaplan and sold for his benefit). 
Underwriter—Willis E. Burnside & Co., New York. 
Price—50¢ per share. General fund to be used in ex- 
pansion of manufacturing facilities, working capital, etc. 
[In Sepiember, 1948, 99,000 shares of stock (par 25¢) 
were offered at $3 per share of which 28,010 shares 
sold. Unsold 70,990 shares split into 425,940 shares and 
now being offered. ] 


South Carolina Electric & Gas Co. 
April 11 filed 308,000 shares common stock (par $4.50). 
To be offered for subscription by stockholders of record 
May 13 for a period of 15 days on a 1-for-4 basis. Under- 
writer—Kidder, Peabody & Co., New York. Proceeds— 
To finance construction program. 


@® Southern California Edison Co. 

May 5 filed 800,000 shares ($25 par) common. Under- 
writers—The First Boston Corp. and Harris, Hall & Co. 
(Inc.). Proceeds—For construction. 


@ Southern Indiana Gas & Electric Co. (6/1) 
April 29 fited $3,000,000 first mortgage bonds, due June 
1. 1979. Underwriters—Names to be determined through 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; The First Boston Corr.; White, Weld & Co. 
and Shields & Co. (jointly); Kidder, Peabody & Co.; 
Union Securities Corp.; Harriman Ripley & Co.; Carl M. 
Loeb, Rhoades & Co. Proceeds—To finance a continua- 
tion of the company’s construction program. Bids ex- 
pected to be opened on or about June 1. 


® Southern Union Gas Co., Dailas Texas 

May 9 filed $3,679,464 of sinking fund debentures, due 
July 1, 1964, and 325,000 shares ($1 par) preference stock 
under a proposal to merge with Texas Public Service 
Co. Stockholders of the latter company will receive 
$12 of debentures and one share of preference for each 
share of Texas Public Service common. Of the preter- 
ence being registered 18,378 shares will be used by 


Southern Union to pay for expenses of merger. Under- 


writer—E. H. Rollins & Sons, Inc. 

Spreckels Companies, San Francisco, Calif. 
April 15 filed 125,600 shares ($10 par) capital stock and 
$4,000,000 5% sinking fund debentures, due March 1, 
1969. No underwriter. To pay off notes and for working 
capital. 
© Staten Island (N. Y.) Edison Corp. 

May 9 tiled $2,750,000 of first mortgage bonds, due May 
1, 1979, and 40,000 shares ($100 par) cumulative pre- 
ferred stock. Underwriters—Names to+be determined 
through competitive bidding. Probable bidders on bonds: 
Halsey, Sivart & Co. Inc.; The First Boston Corp.; Har- 
riman Ripley & Co.; Kidder, Peabody & Co.; Otis & Co. 
On Preferred: W. C. Langley & Co.; Kidder, Peabody & 
Co.; Stone & Wester Securities Corp. and White, Weld 
& Co. (jointly); Lehman Brothers: The First Boston 
Corp. Preceeds— To pay off $1,500,000 of short-term 
notes and for construction. 

@® Stevenson Plywood Corp., Hoquiam, Wash. 

May 5 (letter of notification) 200,000 shares of preferred 
stock, to be sold at $1 per share to an affiliate, Steven- 
son Plywood & Lumber Saies Co. No underwriter. To 
complete building plywood plant and for working capital. 
Office, 2017 Simpson Avenue, Hoquiam, Wash. 

Suburban Gas Service, Inc., Ontario, Calif. 
March 31 (letter of notification) 4,000 shares ($25 par) 
series B preferred and 20,000 shares ($1 par) common— 
issuable upon conversion of preferred. Price—Preferred 
$25 per share. Underwriters—Wagenseller & Durst, Inc.,-. 
and Lester & Co. To buy Antelope Liquid Gas Co. 


Tennessee Odin Insurance Co., Knoxville, Tenn. 
March 29 (letter of notification) 3,800 shares (no par) 
capital stock. Price—$8.50 per share. Underwriters— 
J. C. Bradford & Co.; Elder & Co.; Strader, Taylor & 
Co.; Bullington-Schas & Co.; Marx & Co.; Stein Bros. & 
Boyce. 

Texas Engineering & Manufacturing Co., Inc., 

Dallas, Texas 

April 22 (letter of notification) not more than $100,000 
($1 par) common stock. Price, at*market. Underwriters 
—Beer & Co.; Merrill Lynch, Pierce, Fenner & Beane 
and Rauscher, Pierce & Co. 

@ Thomas Mining & Milling Co., Seattle, Wash. 
May 3 (letter of notification) 100,000 shares of com- 
mon stock (par $1). Price, par. No underwriter. To 
buy mining eauipment and for development work. Of- 
fice: 5614 40th Avenue, N. E., Seattle 5, Wash. 

Thompson Industries, Inc., Boston 
March 31 filed 120,000 shares ($1 par) convertible pre- 
ferred stock. Offering—32,214 shares are to be offered 
to holders of present $6 cumulative preferred stock at 
the rate of one new share for each one held on an ex- 
change basis. The remainder are to be offered on a pro 
reta basis to other holders of $6 cumulative preferred 
stock at $15 a share. Underwriter—None. Proceeds—To 
modernize restaurant operations. 

Trenton Chemical Co., Detroit, Mich. 

March 30 filed 131,841 shares 6% cumulative convertible 
class B preference ($2 par). Underwriters—Straus & 
Blosser, Chicago; Carr & Co., Detroit, and Lester & Co., 
Los Angeles. Proceeds—To build chemical plant and to 
replace working capital used for capital additions. [Un- 
der a previous registration statement (No. 7637), which 
became effective Sept. 24, 1948, company sold 43,159 
shares of 6% cumulative preferred stock for a total of 
$87,108 and removed 131,841 shares from registration 
March 21, 1949.] 

Mrs. Tucker’s Fcods, Inc., Sherman, Texas 
Nov. 26 filed 200,000 shares of common stock (par $2.50) 
of which 80,000 will be sold by the company and 120,000 
shares by certain stockholders. Underwriter—Rauscher, 
Pierce & Co., Inc., Dallas, Texas. Proceeds—For general 
corporate purposes, 

United Biscuit Co. of America (5/19) 

April 27 filed 80,000 shares (no par) cumulative pre- 
ferred stock. Underwriter—Goldman, Sachs & Co., New 
York. Proceeds—To apply payment on $3,000,000 of 
notes held by Manufacturers Trust Co., New York, and 
for general funds. 

U. S. Oil & Gas Corp., Shreveport, La. 

April 26 (letter of notification) 800,000 shares (10¢ par) 
common. Price—371!¢ per share. Underwriter—Stewart 
J. Lee & Co., New York. For drilling and equipping five 
wells and for working capital. 
@ United Wholesale Druggists of Portland, Inc. 
May 3 (letter of notification) 906 shares (no par) capital 
stock. Price, $50 per share. No underwriter. For pur- 
chase of merchandise for resale to retail druggists and 
for working capital. Office: 322 N. W. 14th Avenue, 
Portland 9, Ore. 

Upper Peninsula Power Co. 
Sept. 28 filed 200,000 shares of common stock (par $9). 
Underwriters — Names to be determined through com- 
petitive bidding. Probable bidders include Kidder, Pea- 
body & Co., Merrill Lynch, Pierce, Fenner & Beane and 
Paine, Webber, Jackson & Curtis (jointly). Proceeds— 
Will go to selling stockholders. Consolidated Electric & 
Gas Co. and Middle West Corp. will setl 120,000 shares 
and 34,000 shares, respectively; Copper Range Co., 34,000: 
shares and several individual owners 11,200 shares. 
® Vacu-Top Jars, Inc., New York 
May 5 (letter of notification) 50,000 shares of common; 
stock (par $1). Price—S$5 per share. Underwriting— 
None. General corporate purposes. Office, 420 Lexing- 
ton Avenue, New York 17, N. Y. 

Virginia Electric & Power Co. (6/6) 

May 4 filed $20,000,000 first & refunding mortgage bonds, 

due June 1, 1979. Underwriters—Names to be deter- 

mined through competitive bidding. Probable bidders: 
(Continued on page 46) 
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(Continued from page 45) 
White, Weld & Co.; Union Securities Corp.; Stone & 
Webster Securities Corp.; Halsey, Stuart & Co. Inc.; 
Glore, Forgan & Co. and W. C. Langley & Co. (jointly). 
Proceeds—For construction. Bids expected to be opened 
June 6. 

Western American Life Insurance Co., Reno 
March 30 filed 12,500 shares ($10 par) common stock. 
Price—$40 each. Underwriter—To be named by amend- 
ment. Proceeds—To qualify the company to sell life in- 
surance in any state. 

Western Oil Fields, Inc., Denver, Colo. 

Jan. 5 (letter of notification) 1,000,000 shares (1c par) 
common. Price, 10 cents per share. Underwriter — 
John G. Perry & Co., Inc., Denver, Colo. To drill a well 
and acquire additional properties. 


Prospective Offerings 


@ American Natural Gas Co. | 
American Light & Traction Co. has asked the SEC for 
authority to amend its charter to change its name and 
common stock terms. The new name would be American 
Natural Gas Co. Par value of the company’s authorized 
4,000,000 shares of common would be changed from $25 
to no,par. This par value change is planned in anticipa- 
tion of additional common stock financing to supply 
equity capital to subsidiaries. 

@ Atlantic Coast Line RR. (6/27) 

May 9 reported company plans the sale about June 27 
of $8,685,000 equipment trust certificates. Probable bid- 
ders: Halsey, Stuart & Co. Iine.; Salomon Bros. & Hutz- 
ler; The First Boston Corp.; Harriman Ripley & Co. and 
Lehman Brothers (jointly); Harris, Hall & Co. (Inc.). 


Cambria & Indiana RR. (5/16) 

- The company has issued invitations for bids to be re- 
ceived May 16 for the purchase from it of $650,000 equip- 
ment trust certificates. The certificates will be dated 
June 1, 1949, and are to mature in 10 annual instalments 
June 1, 1950-59. Probable bidders: Halsey, Stuart & Co. 
Inc.; Salomon Bros. & Hutzler; Harris, Hall & Co. (Inc.). 


@ Consolidated Gas Electric Light Power Co. 

of Baitimore 
May 6 reported company plans sale of about 237,000 
common shares, to be offered initially to stockholders. 
The First Boston Corp. may be underwriter. 


® Delaware Lackawanna & Western RR. 

The company has issued invitations for bids to be re- 
ceived at the office of J. G. Enderlin, Treasurer, at Room 
2008, 140 Cedzr Street, New York, before noon (EDT) 
May 25 for the purchase of $3,150,000 in 1-to-15-year 
equipment trust certificates. The certificates will be 
dated: Apri! 1, 1949, and are to mature $210,000 annually 
April 1, 1950-64. Probable bidders: Halsey, Stuart & 
Co. Inc.; Salomon Bros. & Hutzler; Freeman & Co.; The 
First Boston Corv.; Harriman Ripley & Co. and Lehman 
Brothers (jointly). 


Erie RR. (5/17) 

Company will receive bids up to noon (EDT) May 17 
at its office, Cleveland, O., for the purchase of $3,450,000 
equipment trust certificates, due 345,000 annually May 15, 
1950-1959. Probable bidders: Halsey, Stuart & Co. Inc.: 
Salomon Bros. & Hutzler; The First Boston Corp., Harris 
Hall & Co. (Inc.); Harriman Ripley & Co. and Lehman 
Brothers (jointly). 


@ Florida Power & Light Co. 

May 5 reported company has plans under consideration 
for sale, probably in June, of $10,000,000 in new bonds. 
Probable bidders: Harriman Ripley & Co.; Halsey, Stuart 
& Co. Inc.; White, Weld & Co.; Glore, Forgan & Co. and 
W.C. Langley & Co. (jointly); Lehman Bros.; The First 
Boston Corp. 


@ Illinois Power Co. 

May 6 North American Co, plans sale at early date of 
243,000 common shares of [Illinois Power Co. Probable bid- 
ders: White, Weld & Co., Kidder, Peabody & Co. and Lee 
Higginson Corp, (jointly); Goldman, Sachs & Co., Horn- 
blower & Weeks and Paine, Webber, Jackson & Curtis 
(jointly); The First Boston Corp, and Merrill Lynch, 
Pierce, Fenner & Beane (jointly); Blyth & Co. Inc.; 
Smith, Barney & Co. 


@® Kansas Gas & Electric Co. 

May 6 American Power & Light Co., New York, asked 
the SEC to permit the public sale of not less than 200,000 
shares and up to 450,000 shares of its present holdings 
of Kansas Gas & Electric Co. common stock. The num- 
ber of shares to be sold will be determined by market 
conditions at the time of sale. Kansas Gas plans to sell 
at the same time 100,000 shares of its common stock to 
finance construction. Both companies seek exemption 
from the Commission’s competitive bidding rule in con- 
nection with the stock offering. The SEC’s Division of 
Public Utilities has notified the Commission that it is 
opposed to granting such exemption. 


® Missouri-Kansas-Texas RR. 

May 6 company applied to the ICC for authority to 
sell competitively $2,500,000 equipment trust certificates, 
third series, 1949. The certificates are to mature semi- 
annually Dec. 15, 1949, through June 15, 1964. Probable 
bidders: Halsey, Stuart & Co. Inc.; Salomon Bros. & 
Hutzler; Harris, Hall & Co. (Ine.); The First Boston 
Corp.:; Harriman Ripley & Co. and Lehman Brothers 
(jointly). 


@ New Jersey Power & Light Co. 

May 9 reported company contemplated the sale early in 
July of $2,000,000 of bonds and $3,500,000 of preferred 
stock, 

® New York State Electric & Gas Corp. 

May 9 company proposes after the sale of 73,333 shares 
of common stock (registered with SEC May 9) to sell 
$4,000,000 serial preferred stock, the proceeds to be used 
to discharge short-term notes and to finance new con- 
struction. Probable bidders: W. C. Langley & Co.: 
Lehman Brothers and Glore, Forgan & Co. (jointly); 
Harriman Ripley & Co. 

® Pacific Power & Light Co. 

May 11 reported company is contemplating the sale of 
bonds to the public, but no amount has yet been fixed. 
Probable bidders: Halsey, Stuart & Co. Inc.; Kidder, 
Peabody & Co.; W. C. Langley & Co. and The First 
Boston Corp. (jointly); Union Securities Corp. 


® Pacific Western Oil Corp. 

May i0 reported the corporation probably will be in 
the market with securities to buy shares of Tide Water 
Associated Oil Co. held by the Dutch and to finance its 
purchase of oil concessions in the Middle East. It is 
thought that the offering may be for as much as $24,- 
000,000, although there is as yet no determination as to 
whether it may be in the form of bonds or stock or a 
combination. 


@ Pennsylvania Electric Co. 
May 9 reported company is expected to be in the market 
for $5,000,000: of bonds and $5,000,000 of preferred stock, 
when its parent, Associated Electric Co., has retired all 
of its indebtedness. Probable bidders include Equitable 
Securities Corp. 

Pennsylvania RR. (5/18) 

Bids for the purchase of $10,425,000 equipment trust 
certificates, series X, dated May 1, 1949 and due in 15 
annual instalments of $695,000 from May 1, 1950-1964, 
will be received by company at Room 1811, Broad Street 
Station Bldg., Philadelphia, up to noon (EDT) May 18. 
Probable kidders: Halsey, Stuart & Co. Inc.; Salomon 
Bros. & Hutzler; The First Boston Corp.; Harriman Rip- 
ley & Co. and Lehman Brothers (jointly). 


Public Service Co. of New Hampshire 
April 25 reported company plans to sell about $4,000,000 
bends at an early date. Possible bidders: Halsey, Stuart. 


& Co. Inc. (bonds only): The First Boston Corp. and 
Colfin & Burr Inc. (jointly); Kidder, Peabody & Co. 
and Blyth & Co. (jointly); Smith, Barney & Co. and 


Harriman Ripley & Co. (jointly). 


@ Rochester Gas & Electric Corp. 

May 10 new money requirements of the corporation for 
the balance of 1949 amount to $3,500,000; but no defini- 
tive plans for raising these funds have yet been de- 
veloped. In addition, company’s manegement is con- 
sidering the advisability of carrying out the refunding 
of its series G, H, and I bonds, amounting to approxi- 
mately $8,000,600. 


@ Seaboard Air Line RR. 

May 9 reported company will be in the market early in 
June with an equipment trust certificate offering for 
about $2,500,000. Probable bidders: Halsey, Stuart & Co. 
Inc.: Salomon Bres. & Hutzler; Harriman Ripley & Co. 
and Lehman Brothers (jointly); The First Boston Corp. 


Southern Natural Gas Co. 
April 21 company asked SEC permissicn to issue 141,358 
shares of common stock, to be offered for subscription | 
by stockholders, in ratio of one new share tor each 10 
shares held, with privilege of subscribing for shares not 
subscribed for. Proceeds are to be applied to tinancing 
company’s construction program and to purchase aadi- 
tional common stock of Alabama. Gas Corp., subsidiary. 
Issue will not be underwritten. SEC wil! hold hearings 
on company’s application May 16. 


@® Texas Power & Light Co. : 
May 11 reported company plans to sell $7,000,000. of 
bonds to the publie in order to finance its construetion 
and expansion program. In addition, it will sell $3,000,- 
000 of common stock to its parent, American Power & 
Light Co. 

@® Virginia Electric & Power Co. 

May 4 approximately $46.000,000 of further financing 
is planned hy the company over the next three years 
to finance the remainder of its postwar construction pro- 
gram. This is in addition to the $20,000,000 bond issue 
which the company registered with the SEC May 4& to 
finance its 1949 program, estimated at $33,000,000. Prob-. 
able bidders: White, Weld & Co.; Union Securities Corp.; 
Stone & Webster Securities Corp.: Halsey, Stuart & Co. 
Ine.: Glore, Forgan & Co. and W. C. Langley & Ca. 
(jointly). 
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| mium and, even in these cases 
approximate the offering price, 
while but two preferred stocks 
have eased to slight discounts. 


In other words 16 of the 22 is- 


million of new 30-year first and/| mature in 
refunders. 

The plan is to open bids for 
this big undertaking on June 7 


has registered for an issue of $75| million veteran bonus bonds, to| Power Co., Inc., to be applied to- 
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and carry interest averaging not! program. 
more than 2% 
The new Pennsylvania General | spend in connection with the con- 
' State Authority moreover, is mov-| struction program approximately 
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It is estimated that ‘the 
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The changed complexion of the 
investment market and the ap- 
parent revision of ideas on yield 


held by portfolio managers for in- | 
stitutions find reflection in the be- | 


havior of the general run of re- 
cent new issues. 

In contrast with the situation 
prevailing a month or six weeks 
ago, it is the exception, rather 
than the rule, to find one of 
these new arrivals selling at a 
discount from the offering price. 


That holds true in the case of | 


preferred stocks, which have made 
their appearance in recent weeks, 
as well as new bond issues. Evi- 
dently a combination of circum- 
stances namely a slowing down in 
new emissions and the need to 








sues involved are commanding 
premiums, in some instances as in 
the case of New England Power 
Co. 3s, of almost a full two points. 
Among the preferred stocks Okla- | 
homa Gas & Electric Co.’s 542% 
preferred rules at a 42 point pre- 
mium on the bid side, and Public 
Service of Coiorado’s 4.4% pre- 
ferred at a premium of 5*%4 points. | 





By the Numbers 


With the flow of new issues a 
bit on the slow side and those 
making their appearance assum- 
ing the proportions which scarcely 
require a large selling group, 
competing bids are plentiful these 
days. 

Two relatively small issues 
brought out this week, one for 
Indianapolis Power & Light Co., 
and the other for Potomac Elec- 
tric Co., drew a total of 16 bids. 

The successful bidder set a price | 
of 101% on Potomac Electric’s | 
$10 million of 2%ss to yield 2.81%, | 





invest a steady influx of institu-|and for Indianapolis Power's $8) 
tional funds have contributed to| million of 3s, the offering price | 


the turnabout. 

A perusal of the current 
status of a group of 22 recent 
issues, including 13 bends, or 


debt securities, and nine pre- 


ferred stocks, reveals that only 
four of the new debt securities 
have failed to move to a pre- 





| 
| 


| was 101.769 to yield 2.90 with both | 


reported moving out quickly. 


Swelling the Backlog 
Adding to the potential for June| 
which promises to be a more ac- | 
tive month for underwriters, | 


Public Service Electric & Gas Co., pected to call for bids soon on $84 


lion, 
| ‘blue list,” several very substan- | 


and proceeds will be used large- 
ly for funding and refunding 
purposes. 

The company has an $18,980,500 
maturity coming due on June 1 
which will 


ury funds pending the foregoing | 


financing. Another $20 million 
will be appiied to repayment in 
advance of outstanding bank 
loans, and the balance will go into 
general funds, for use among 
other tnings, in meeting a Nov. 1 
maturity of $9,475,300 of prior lien 
bonds. 


Municipal Prospects 
With the inventory of municipal 
issues in hands of dealers hold- 
ing persistently around $125 mil- 
judging by the so-caHed 


tial new prospects have come into 
sight within the week. 


Largest by far, if carried 
through in a single operation, is 
North Carolina’s $200 million 
project for rural roads, tied to a 
proposed increase of one cent a 
gallon in the State gasoline tax. 
This issue along with an addi- 
tional $25 million of school 
bends, will be up for considera- 
tion of voters at a special elec- 
tion set for June 4. 


Meanwhile Minnesota is ex- 


be met out of treas- | 


ing to float $30 million of 30-year 
bonds. These would be sold to 
State retirement funds, if the lat- 
iter have the money, 
| be put up for competitive bidding 
'in the event that the funds cannot 
absorb them. 


—_— 


Potomac Elec. 
‘Offered — Underwritten 
By Dillon, Read & Go. 


Potomac Electric Power Co. is 
offering to the holders of its com- 
mon stock of record May 10, 1949, 
(the right to purchase an addi- 
' tional 592,250 shares at $12.50 per 
share on the basis of one new 
|Share for gach five shares held. 
‘The offering has been under- 


| 


| 


|written by Dillon, Read & Co.| 


Ine. and a group of Washington 
dealers. 


The company will use the pro-| 


|ceeds along with the proceeds 
from the sale of $10,000,000 first 
mortgage 2%s% series bonds to 
reimburse it for capital expendi- 
tures previously made, to meet 
‘the 1949 construction expendi- 
'tures, and to advance funds to its 


subsidiary, Braddock Light & 


but would | 


Common 


| $25,100,000 in 1949, $16,700,000 in 
| 1950, $15,000,000 in 1951 and $10,- 
/ 000,000 in 1952. 

It is anticipated that these ex- 
| penditures will include $19,500,000 
|to complete the two 80,000-kilo- 
watt generating units being in- 
stalled in the Braddock company’s 
inew Alexandria, Va., power plant, 
the first of which is to be com- 
| pleted in July, 1949, and $8,000,000 
| to install a 25,000-kilowatt gen- 
erating unit in the gsompany’s 
| Benning power plant. 

| The company has paid dividends 
/on its common stock in each year 
'since 1904. A quarterly dividend 
|of 22% cents per share was paid 
|on March 31, 1949, which has been 
ithe rate at which quarterly divi- 
'dends have been paid since re-' 
| classification of the common stock 
'in 1947. A dividend at the same. 
rate is to be paid on June 30, 
1949. to holders of record June 6, 
| 1949, 

Associated with Dillon, Read: & 
Co. Ine. in the underwriting are: 
'Auchincloss, Parker & Redpath; 
|Alex. Brown &. Sons: Folger, 
| Nolan Inc.; Johnston, Lemon & 
Co.: Ferris & Co.; Goodwyn & 
Olds; Robert C. Jones & Co.; 
| Markall & Coe, and Robinson and 


Lukens, a eee 
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The Investor Under Socialization 


cept the sheriff and the under- | reflects a Street philosophy that| wealthy; while the lower-income | fallacious to assume that an ad- 


(Continued from page 5) 


tside equity capital. It is against | taker.” 
s background that the President | 
1 other Administration spokes- | 


clamoring 
in steel 


been 
increases 


nn have 
9IrmMmous 


for | 
ph id C hroughout th 
sity and threats of government | Pyramid Club rage throughout the 


ervention in the event of lack | 


expansion in conformity with 
» planners’ speciiications. 


Che Undermining of Banking 


iikewise with the banks, the 
oads of various kinds on earn- 
‘ power make it difficult, if not 
possible, to secure 
yital from private 
is in turn leads to the increased 
pping-in of the government as 
lender to worthy as well as un- 
rthy borrowers, and also entails 
provision of government cap- 
to bolster the condition of 
sting banks—all a fillip toward 
iwelcome” socialism. 
rhis “need for stepping-in” ra- 
nalization seems to be akin to 
modernistic Hitler-Stalin in- 
aational pelitical strategy un- 


which aggressors take over 
y territory on the excuse that | 


y must clear up confusion 
ich has actually been created 
themselves. 


The “Fair Deal’ Keynote 


he Spence Bill is a good indi- 
on of the scope of our 
mocracy-loving” planners’ 
losophy. Under the pro- 
ed provisions of this key- 
e of the Fair Dealers 
sident would be given 
lest possible latitude in fixing 


| 
| 


additional | 
investors. | 
| or 
pyramiding costs, adding to the} 





the | 
the | 


‘es and delaying their changes | 


otherwise substituting his} 
gment for that of the 
cket, and _ the 


4ld be permitted to enter into| it will be so in fact. 
kinds of business, besides steel.| so-called Socialist 


Jur present 
losophy is based on the widely- 


1 illusion that it is immaterial}: 
ether investment comes from| i” the years ahead. 
sources, | 
Ac- |} 


ate or government 
vided that it comes at all. 
ly this is not so; the dollar ex- 
jed by the government is 
nd up with actual or threat- 
d government control, and 
her the government’s money 
ecured by taxation levied on 


most suecessful —and hence |} 


ductive—citizens. 
1 the words of Robert S. By- 


poor, the well carry the sick, 
young carry the old, the land- 
ls carry the tenants 
loved carry the jobless, some- 


As the British experience is 
nitely proving, the high 
‘ket taxpayer simply cannot 

the load since social wel- 
costs inevitably exceed esti- 
‘es and there is no one to carry 
man with venture capital ex- 


y 


eee wee meee ele ole 


and the)} 


| 


° ° e 9 | 
Administration’s | 


| 


| topic of our discussion this eve- | 


“Pyramid Clubbing” 
Our leaders’ “emotional secur- 
ity” thinking fits into the recent 


Donald P. Jones, 
the Sun Oil Co. 


country. As 
Comptroller of 
recently said: 
“The greatest single threat to 
our liberties lies in the tendency 
to look upon government as a na- 


tional pyramid club that can make 


everybody rich. 


“Government handouts that do 


not result in the creation of goods 
services merely succeed in 


money supply and stimulating in- 
{lation.” 


Living Under a Condition, 
Not a Theory 


We thus conclude that we must 


‘fix our individual practical poli- 
cies on the premise that it is go-|- 


ing to be extremely difficult to 
contain the socialization either as 


to time or extent. The American | 
farmer is not going to cast his | 
vote against his own subsidization | 


any more than the Britisher is 
going to throw out of power bene- 
factors who furnish him with free 
spectacles and toupees. Nor is the 
businessman ea different breed of 
self-interested human. 
for laissez-faire, ne is neverthe- 
less the first to rush to Washing- 
ton when he himself is in need of 
nelp. 

Even if we are not going to have 
real socialism over the short-term 


—without quibbling over termi-| 


nology—we must, at least, assume 


free | that we are going to have a “labor 
government | 8overnment.” Even if not in name, 


But whether 
or 
Labor, from a practical real-world 
approach, as materialistic individ- 
l 


One phase of such individual 
behavior which is important to 
many of us—and composes the. 


| ning—is that which concerns us as 
| investors. 


| 


The Status of the Investor 
Under our assumed over-riding 


| social-political trend; what is the 
'real position of the investor, and 


| tection? 
First let us consider the invest- 
| or’s long - term fundamental, 


| 


is going to have to pay the | “qualitative” status. 


| fli 


Ot course there is a basic con- 
ct between the long-term in- 
terests of the investor-as-capitalist 
on the one hand and collectivism 
on the other; and the latter will 
undermine the former. Thus this 
advertisment published by a Phil- 
adelphia investment firm, though 
far-fetched and _ self-interested, 





SUMMER HOME AND HUNTING CAMP 
BUILT 1940, BARN, GARAGE AND 106 ACRES 


FOR SALE 





\ltitude 2,300 feet. Panoramic View of 8 Ridges. Top of Allegheny 
Mountains. Spacious Landscaped Lawns with Outdoor Furniture, 
Stone Fireplace. 


@ Exterior, Cedar Shingles 


® Interior, Knotty Pine 
® Insulated for All Weather 
® 


Five Rooms Completely Furnished 


Excellent Hunting. Sporty Trout Stream Through Property. Thou- 
sands of Beautiful Trees including 5,500 set out in 1940. Sugar 


Bush, Fruit Orchard and Laurel. 


Eight Miles from Wellsboro in 


the Heart of the Canyon Country. 


Priced at 86.500 


Post Office Box 97, Wellsboro. Pa. 
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Shouting | 


|is valid: 


'Americans should. 
duly elected representatives 
our country going to tell 
American people that now is the 
time for them to join the greatest 
army. in history —the Army of 
American shareholders? Keep 
America strong. Defeat Commun- 
ism. Enlist now in the army of 
American shareholders by buying 
stocks today.” 
The Long-Term Effects 

Of course, the real long-term in- 

terests of the security-owner, both 


bondholder and stockholder, along 
' with the other owners of capital, 


of 





aged by socialization. Witness the 
inroads of taxation during the 
past 20 years, with the top per- 
sonal surtax rates having been 
boosted from 20:to 88%, and the 
flat corporation tax from 11 to 
38%. Altheugh the common stock- 
|holder can seek capital gains 
|which are taxed at a ceiling of 
25%, he is only deluding himself 
if he does not realize that the 
value and hence ultimate price, 
of his stock, are dependent on the 
net-after-tax income yield attain- 
able by some security-holder. 


Inflation with and through So- 
cialization has likewise under- 
mined the security holder in his 
efforts to maintain his standard of 
living. In the 1937-1948 period the 
cost of living borne by the Ameri- 
can investor rose by almost 60% 
while, at the same time as his 
common stocks (as measured by 
the averages) actually declined by 
.10%. The bondholder, suffering 
from the same living cost rise, was 
additionally hit by artificially- 
|lowered money rates, which en- 





so-called | tailed a decline of about 15% in 


ithe return from the corporate 
' bonds he actually held (through 


ials, we must learn to live with it | calls and forced refunding), and a 


' reduction of 20% in any fixed in- 
| terest securities he would want to 
buy. 


The British investor has suf- 
‘fered a_ similar ‘“wage-price”’ 


|; squeeze. Since 1935 his capital in- 
vested in common equities has 


'risen by about 30%, while his liv- 


| 


1: “if the rich are going to carry | what actually can be accomplished | 
|either in net gain or in self-pro- 





ing costs have risen by 50%. 


The Investors’ Political Pushing 
Around 


Of course the incidences of so- 
cialization and of inflation are 
not necessarily the same. The 
former determines the political 
climate hanging over the invest- 
ment community, and can exist 
quite apart from the presence of 
inflation. Reievant to this political 
atmosphere is an interesting study 
which appeared in the Letter of 
the National City Bank of New 


| This has entailed a mere switching | the direction of stock prices and 
from stock to stock, and flight| the degree of national socializa- 
| into tax-exempt securities by the| tion; but also that it is especially 


“Do Communists buy stocks? ..,|S¢¢™Ms unfamiliar or definitely un- 
When are the} 


the | 


are broadly undermined and dam- | 


| 
| are 
| 


| other anti-capitalist policies. Sim- | 


York last July, showing the ex- | 


tent to which individuals engaged | 


in various vocations were better or 
worse off than they had been in| 
1930, after allowances for Federal | 


income taxes and adjustments in 


the net income for changes in the 
cost of living. With the 1930 liv-| 


ing standard taken as 100, the coal 


miner at 191 was the best off, the! Netherlands 


textile worker next at 139, and 
then the railway worker with 122 
the railway executive 78, 


small bondholder at 38. 
potential period of deflation 
either Britain or America, there 
can be little doubt that in the 


politically-dictated shuffle the se- | 


curity-holder will be left at the 
bottom of the list. 


Effect on Wall Street 


ame, | 


| 


th eigllee , ,” 
Congressman 74—at the tail end | Front Populaire in France in 1937, 
being the stockholder at 79 and the | equity share prices rose by 70% 


Just a word about the recent | 


repercussions on the investment 
profession and business. Risk 
funds forming the dem 


come from the investible sur- 
pluses of upper-income-groupers. 
But this source is being gradually 
eliminated by ever more drastic 
income and inheritance taxation. 


; and for} meeting, will be held at the principal office of 
stock-buying have always largely | 


| 
| 
| 





|groups, to whom stock investing | vancing market is taking its cue 

‘from expected preservation of free 

palatable, are putting their newly- | enterprise. 

| acquired means into their own Too often, satisfactory behavior 

businesses or higher living stand-  o¢ stoc, prices has acted here and 

ards. ‘abroad as just another anti- 
So much for the ‘fundamental | Socialist opiate. 

| “qualitative” conflict between so- * 

cialization and the investment 

community. 


In closing I would make the 
‘following net conclusion: Irre- 
Price Effects spective of the reasons therefor, 

, : p the record of actual experience 
Pricewise, however, the his-| in other countries indicates that 


torical record clearly shows that} | sac aanti t o ont 
common assumptions about the} @UrIns prospective stages Of Col- 


effects of our creaping (or | lectivist encroachment of our So- 
jumping) socialization must be | cialist State, we can expect all 


carefully scrutinized. | owners of capital to suffer pro- 
Let me point out the widely and 


repeatedly practiced fallacy of as qreatrely, tS Se 
akc ate pi ti edema the | 9ration partly mitigated by being 
ladvauce of socialism and the|in the equity-ownership rather 
| movement of stock prices—partic- | than in the rentier class. 

ularly that socialization is to be 
linkedto falling prices. Our press— 
which should have known better— 
during its recent whistling-in-the- 
daik phase of appeasement about 
the Fair Deal, on many occasions | 
editorially pointed to stock mar- 
ket rallies (ridiculously small | t 9, 
though they were) as proof that | I ng oedeele eo 


4; . ($1.1212) per share was de- 
| there was nothing to worry about | clared on the $4.50 Cumu- 





DIVIDEND NOTICES 








Allegheny Ludlum Steel Corporation 


Pittsburgh, Penna. 


At a meeting of the Board of Directors of 
the Allegheny Ludlum Steel Corporation 
held today, April 29, 1949, 


| 28 lative Preferred Stock of 

| on the score of Truman Socialism. | the Corporation, payable 

: + June 15, 1949, to Preferred 

During the market rally which steckholders of record at the close of 
business on June 1, 1949. 


followed President Truman’s S. A. McCASKEY. JR.. Secretary. 











State of the Union Message, far 
from being called, as the month 
before, a herd of moronic nincom- 
poops, the Wall Street community 
|'suddenly seemed to deserve the 
| highest accolades as the nation’s 
|/number-one political analysts. 
In recent years common stocks 
|in France have risen much more 
than in England, Canada, or the 
| United States, because of both the 
inflation and political fears. In 
|England, where the political 
|threats have been quite strong, 
ithe reaction to both the political | 
and monetary fears has been a 
moderate rise in share prices (in 
terms of money). Most surprising 
to many is it that London’s stocks| May s, 1949. 
above their level when| ~ - 
the Labor Government took over 
in July, 1945, despite all the ef-| 
fected and impending nationaliza- | 
tion, confiscatory taxation, and | 
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COMMON DIVIDEND NO. 100 


A regular quarterly dividend of forty cents 
(40¢) per share on the issued and out- 
standing common stock, without par value, 
of this Company, has been declared, pay- 
able June 30, 1949, to stockholders of rec- 
ord at the close of business June 7, 1949. 


PREFERRED DIVIDEND NO. 11 


A quarterly dividend of eighty-one and 
one-quarter cents (8144¢) per share on 
the 314% Cumulative Convertible Pre- 
ferred Stock, $100 par value, of this Com- 
pany has been declared, payable June 5, 
1949, to stockholders of record at the close 
of business May 20, 1949. 

Transfer books will not be closed. 

Checks will be mailed. 


W. E. HAWKINSON, 
Secretary and Treasurer. 





| 
| 














THE DAYTON POWER AND 


LIGHT COMPANY 


ilarly Norway's postwar socializa- - DAYTON, OHIO 


tion has been accompanied by a 
rise of 11% in her common stocks | 
to a level 53% above 1945. 

In the inter-war period the ef- 
fect of socialization and inflation 
on equities was clearly demon- | 
strated in Europe. Common| 
stock dividends steadily fell, and | By siseue 


were lower ebsolutely and ex- 
Imperial Oil Limited 


12th Consecutive Quarterly Dividend 


The Board of Directors has declared a 
regular quarterly dividend of 45c per 
share on the Common Stock of the Com- 
peny, payable on June 1, 1949 to 
stockholders of record at the close of 
business on May 17, 1949. 


B. C. TAYLOR, Treasurer 














pressed as a ratio to government 
Great Britain, | 


bond yields in 
France, Austria, Italy and the NOTICE TO SHAREHOLDERS AND 
than they were in HOLDERS OF SHARE WARRANTS 
. , NOTICE is hereby given that a dividend of 
the United States. 25 cents per share in Canadian currency has 


been declared and that the same will be pay- 
able on or after the Ist day of June, 1949. 
The payment to registered shareholders of 
record at the close of business on the 16th day 
of May, 1949, will be made by cheque mailed 
from the offices of the Company on the 3lst 


During Leon Blum’s socializing 








In any | “j ee. : day of May, 1949. 
in | Gus a oo open period. h In respect of the men eee in ony 

4 i bearer share warrant of the mpany suc 

So we Ow t at not only = t e dividend will be paid upon presentation and 


delivery of coupons No. 72 at any branch of 
The Royal Bank of Canada in Canada. 

The transfer books will be closed from the 
17th day of May, 1949 to the 3lst day of May, 
1949. 


no correlation anywhere between 





MEETING 


NOTICE 








The New Yor } ‘ ai ) ‘ Non-residents of Canada may convert this 
' os cannons Railroad Company Canadian dollar dividend into United States 
Albany, N. Y., April 16, 1949. currency or such other foreign currencies as 

are permitted by the Canadian Foreign Ex- 


The Annual Meeting of the Stockholders of 
The New York Central Railroad Company, for 
the election of Directors and of three Inspectors 
of Election and the transaction of such other 
business as may be lawfully brought before the 


change Control Board at the official Canadian 
Foreign Exchange Control Board rates prevail- 
ing on the date of presentation. Such conver- 
sion can be effected through a Canadian branch 
of any Canadian Chartered Bank or at the 
agency of The Royal Bank of Canada, 68 
William Street, New York City, who will fur- 
nish forms and information regarding Income 
Tax deductions and credits. 
BY ORDER OF THE BOARD 


COLIN D. CRICHTON, General Secretary. 


the Company, Room 20, Union Depot, in the 
City of Albany, N. Y., on Wednesday, May 25, 
1949, at 12 o'clock Noon, 

Stockholders of record at 3 o’clock P. M., on 


April 22, 1949, will be entitled to vote at the | 5g church Street. 
meeting. Toronto 1, Ontario, 
JOSEPH M. O’MAHONEY, Secretary. May 5, 1949. 
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Washington... || 
Bahind-the-Sene Iterations Ad You 








WASHINGTON, D. C.—From following closely what happened 
last week to labor legislation in the House one can get a much better 
look at the contour of things to come for the balance of this first ses- 


sion of the Eightyv-first Congress. 


For one thing there was only an‘ 


outward appearance of confusion 
in the jumbled parliamentary pro- 
cedure. The result was clear. It 


was what had been long expected. | 
The House made it doubly clear 


that IF any legislation emerges 
from this session of Congress 
amending the Taft-Hartley Act, 
that legislation will be in its main 
outlines substantially like Taft- 
Hartley. 

This spells a certain defeat 
for the Administration even if 
it attempts. once more to “re- 
peal Tart-Hartley.” It spells 
certain defeat also for organized 
labor. It spells a failure of the 
legislative project upon which 
the Administration has invested 
its greatest effort, not excluding 
the motion to amend the Senate 
rules so as to clear the way for 
a “civil rights” program. 


This action is significant for fu-| 


Mr. Truman, by 
exceedingly poor parliamentary 
management, has virtually re- 
created the coalition of Southern 
Democrais and Northern conserv- 
ative Republicans. 
tion has been discounted widely 
by seasoned politicians as a posi- 
tive force. By his blunder on the 
cloture matter and by his almost 


ture legislation. 


| 


| 
| 


| 
| 


Such a coali- | 


equally great blunder in threaten- | 


ing OPENLY to use the patronage 
club against dissident Southern 
conservatives, the President has 
virtually synthesized that un- 
stable political substance, the bi- 
partisan coalition. Other things 
helped, like the sly effort to trade 
away civil rights in the House in 
return for Tart-Hartley support, 
and the Easter vacation to let the 
boys go home and be worked 
over by the local labor unions, a 
procedure which didn’t seem to 
change a vote but made the boys 
mad. 


Trying to put a good face on 
things, the Administration tries 
to call the recommittal of the 
Wood Bill (which looks more 
like Taft-Hartley) a success. 
Actually the Thomas-Lesinski 
bill went back to committee 
along with the Wood Bill, and 
with it four months of parlia- 
mentary effort to get Taft- 
Hartley repealed. Also, the 
House action, even if it doesn’t 
work out to be tantamount to 
killing the Thomas-Lesinski bill 
as a straight recommittal 
normally is, serves notice upon 
the Democratic leadership that 
if another labor bill comes out 
of committee the original bill 
will have to go much farther 
toward placating the conserva- 
tives than the too little and too 
late “compromise” casually and 
illegitimately conceived to try 
to head off the Wood, or con- 
servative substitute. 

So besides ensuring that at least 
the main outlines of Taft-Hartley 

shall prevail, the House action of 
last week is an indicator that the 
wage-hour bill will be much less 
sweeping than was thought pos- 
sible even a couple of weeks ago. 
Probably the scope of the bill will 
not be increased at all, just the 
minimum wage, and it is even 
possible that proponents of the 
flexible minimum wage, tied in 
some way with the general eco- 
nomic trend so that it can on oc- 
casion go lower, may get their 
proposition legislated. 


This may also mean a greater 


success in holding down the ex- 


| head off the single-jump Truman 


though, as previously reported, 
the aggregate of the “little com- 
promises’ Congress will make to 


pansion of social security al- | 


program for the Welfare State, 


will be plenty costly. 





Although the Senate Banking 


Committee gave some hearings to}; 


the so-called “free market” gold 
bill sponsored by Senator Pat 
McCarran of Nevada, this prop- 


| 
| 


| osition is not regarded as a serious || 


legislative project. 

The bill would restore the 
free market for newly-mined 
gold, together with importations 
after enactment, whilst in most 
respects leaving the government 
in charge of its hoard and 
avoiding restoring the gold con- 
vertibility of currency. Because 
of this absence of a frontal 
attack upon the managed cur- 
rency problem, it failed to draw 
support from advocates of an 
eventual return to the gold 
standard, and was regarded by 
Senators as a proposal primarily 
to raise the price of newly- 
mined gold. 

The hearing was granted as a 
courtesy to Senator McCarran as 
the leading advocate of the bill. 











Friends of Senator Joseph C. 
O’Mahoney, generally rated as the 
outstanding Congressional monop- | 
oly hunter and monopoly hater, | 
say that the Wyoming Senator is! 
not only acutely aware of the/| 
fact that taxes—inheritance and | 
income—are very important ele- | 
ments of the problem of why} 
small business has difficulty, but | 
that the Senator will reflect those | 
opinions shortly. 

The Senator shortly will have 
a chance to reflect whatever his 
opinions are, for as Chairman 
of the Congressicnal Joint Eco- 

nemic Committee, he is slated 
in the near future to conduct a 
bob-tailed investigation into 
changes in the sources of in- 
vestment funds. 

The probe is to find out, of 
course, why companies’ are 
avoiding acquiring equity money 
and are going in for term loans 
from insurance companies and 
banks. 

Friends of the Senator say that 
he was aware of those problems 

eas long ago as January, 1947, when | 
he submitted a report as Chair- | 
man of a special Senate Commit- 
tee on oil policy. While directed 
epparently at the oil business, his | 
remarks are applicable, it was} 
explained, to all business. Here | 
are two isolated quotations: 

... “a national oil policy based | 
upon the principle of free enter- | 
prise, would not only safeguard | 
the position of the independent | 
against restraints, but 
recognize the handicaps imposed | 
by inequitable tax iaws... .”’ | 

... “when the founder of a/| 
small independent (oil company) | 

dies, there is often no one among 
his heirs to succeed him, and the 
inheritance tax frequently deals| 
such an enterprise a severe blow. | 
These are considerations which 
emphasize the necessity for, 
antitrust enforcement, and_ the| 
revision of the tax laws to re- 
move the apathy toward invest- | 
ment of private capital in in-| 
dependent enterprise.” | 
ag a % | 

The proposed $100,000 probe of 
the life insurance business has' 
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dream of pulling another 
| tacular 
| year is held up by Senator Alec 
| Wiley’s 
| ment 
| also. 











'hurdled the Senate Judiciary Com- 


mittee but it is having far from 
a clear track for final approval. 

In the Senate Committee, the 
approval of the investigation was 
“sold”’ to the 
premise that the House would go 
ahead anyway if the Senate did 
not act, so the Senate had better 


get in on the thing “to keep it on 


an even keel.” 

This sales line conflicted 
somewhat with the actual situa- 
tion, where the House leaders 
are holding the lid on Rep. 
Emanuel Celler’s investigating 
enterprise and initially passed 
the word to him to see if he 
could get anywhere with the 
Senate before they would think 
giving him any help. 

It happens that the proposed 
investigation has gone to the 
House Rules Committee for action. 
It has gone to that Committee 
under a parliamentary situation 


| where Rules has what the lawyers 
| would call “original jurisdiction” 


instead of in the customary way 
of getting time allotted by Rules 
for something already approved 
by another committee. 

So long as the Rules Committee 
has “original jurisdiction” there 


| will be no committee approval for 


the proposition of setting up a 


joint committee to investigate the | 


insurance business. This means 


' that whatever the Senate may do, | 


the proposition in its present form 
is dead. Mr. Celler 
figure out—if he can—some way 


committee on the) 


will have to | 


inittee lot if he is going to get 
anywhere. 

Incidentally, it is reported 
that the Federal Trade Commis- 
sion, not the Securities and Ex- 
change Commission as might be 
expected, is the government 
agency most anxious to lay 
regulatory hands on the insur- 
ance business after an investi- 
gation has broken down the 
ramparts of this last segment of 
private financing not forced to 
operate close-hauled to a Fed- 
eral government board or com- 
mission. 


Some thoughts on business: A 
most prominent manufacturer has 
found his own business picking up 
after excess distributor inven- 
tories of his product began to 
work off, and is as confident as 
the Administration that business 
is in the “healthy readjustment” 
stage and may possibly pick up 
when business finds that killing 
of Taft-Hartley has failed and 
that there won't be a tax bill this 
year. 

Why the Administration is 
confident that what’s ahead 
won’t be bad is that this time 
liquidation of business invest- 
ment. is not occurring simultane- 
ously with declining govern- 
ment expenditures. In fact, state 
and local works projects, long 
deferred, are going up. 

Behind the strikes at Ford and 
in the auto parts industries there 


is the spectre of a build-up for 


would | of walking around the Rules Com-' the coming United Auto Workers | 


big election. It is internal politics 
within the union rather than the 
alleged “speed-up” which is re- 
sponsible for the walk-out. 


Automobile inventories  nor- 


/mally run on the average of 10 


vehicles to a dealer. Dealers have 
practically “no inventories” by 


|and large. A normal inventory in 
| retailer hands aggregates 500,000 
| machines. 


Senator Harley Kilgore’s fond 
spec- 


lobby this 


investigation 
insistence that govern- 


lobbyists be investigated 


Every once in a while this 
capital turns out a story akin 
to “man bites dog.” Whereas 
everybody just about is yelling 
for Federal aid for every local 
problem, the state highway de- 
partments, the Federal Roads 
Administration, and the con- 
tractors are scraping for all 
their worth to beat down the 
program to have the Federal 
government extend financial 
aid to local farm dirt roads. 


For the purposes of getting the 
foot in the door, the initial year’s 


| program advocated by the farm 


boys is $150 million. There are 
2.3 million miles of dirt roads 
susceptible to eventual Federal 


'aid. The primary road system of 


the country, totaling 30,000 miles, 
which carries 86% of the traffic, 


| has an estimated deferred main- 


tenance and improvement of $11 


| billion. 


The road boys are fighting 
this because they know that the 
main highway system eventually 
would be subordinated, but the 
fight may prove to be futile. 


(This column is intended to re« 
flect the “behind the scene” inter- 
pretation from the nation’s Capital 
and may or may not coincide with 
the “Chronicle’s” own views.) 


Holderness Joins Doremus 

Marvin E. Holderness, Jr. has 
joined the New York office of 
Doremus & Co. as an account ex- 
ecutive. He was formerly with 
the Sam P. Judd Advertising Co. 
in St. Louis, Mo., since his sepa- 
ration from the service in 1946. 

He is a graduate of Vanderbilt 
University, where he was editor 
of the Vanderbilt “Hustler.” 


With King Merritt & Co. 
(Special to THe FINANCIAL CHRONICLE) 
CHICAGO, ILL.—Charles Do- 
hanich has joined the staff of 
King Merritt & Co., 22 East 40th 


| Street, New York City. 





Trading Markets: 


Ralston Steel Car 
*Oregon Portland Cement 
Riverside Cement A & B 
Spokane Portland Cement 


*Latest Figures Available 
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